engineet free sp 


of at : 


A Ruiss a and. gas: tit fort ta 


to 


: ical pointers i in Pennsylvania ‘ 


s APRIL 30TH -MAY STH 42022; r 


wad 


SANTOS 


DE 


be a helioseismologis 


arness the 
e sun. 


o help 


ower of 


Help power your portfolio with 


the innovators of the Nasdaq-100. 


` 


NOT FDIC INSURED | MAY LOSE VALUE | NO BANK.GUARANTEE ; | wi i l aie 
There are risks involved with investing in ETFs, including possible loss of money. ETFs are subject to risks similar to those of stocks. Investments focused 
in a particular sector, such as technology, are subject to greater risk, and are more greatly impacted by market volatility, than more diversified investments. 


The Nasdaq-100 Index comprises the 100 largest non-financial companies traded on the Nasdaq. An investment cannot be made directly into an index. 


Before investing, consider the Fund's investment objectives, risks, charges and expenses. 
Visit invesco.com/fundprospectus for a prospectus containing this information. Read it carefully 
before investing. — 7 | | 


Invesco Distributors, Inc. 


ah ETES ines A 


Contents 


On the cover 


Vladimir Putin uses warfare 
to make up for Russia’s 


weaknesses. That is why he is 


_ so dangerous: leader, page 9. 


How deep is the rot in Russia’s. 


army? Briefing, page 15 


Can Elon engineer free speech? 


The world’s richest man takes 
on the problem of free speech. 
We hope he succeeds: leader, 
page 10, and analysis, page 49 - 


Russia and gas: tit for taps 
Europe should impose a high 
tariff on imports of Russian 
energy: leader, page 72. Russia 
has cut off gas to Bulgaria and 
Poland. Who's next? Page 60. 
How do supply disruptions 
affect the wider economy? 
Some lessons from the past: 
Free exchange, page 62 


Manu of the moment 
Emmanuel Macron’s triumph, 
and the trouble he now faces: 
leader, page n, and analysis, 
page 39. The French president 
will push for an even more 
French Eu: Charlemagne, 


page 43 


Political pointers in 


Pennsylvania What both sides’ 


primary campaigns say about 


the future of American politics, 


page 19 


subscription: mea 1s that you 
_cansearch our archive, read 
~ allofour daily journalism and : 
-listen to audio versions ofour — 
m Visit economist.c com 


The world this week 


7 Asummary of political 
and financial news 


Leaders 


9 War in Ukraine 
Russia's rotten army 


10 Social media 
Twitter’s techno-king 


11 Covid-19 in China 
The forever war 


11 France 
The centre holds 


12 Energy sanctions 
Tax Russian gas 


Letters 


14 Europe’s unicorns, China 


and Taiwan, electoral 
systems, petrol stations, 
English prefixes, time 


Briefing 


15 Russia’s armed forces 
How deep does the rot go? 


© 


By invitation Ukraine’s 
prime minister, Denys 
Shmyhal, lays out his plan 
for rebuilding his country 
in an online essay. 

Read it at economist.com/ 
by-invitation 


United States 


19 Political pointers in 
Pennsylvania 


20 DeSantis v Disney 
21 Faith and freedom 
21 Free petrol in Chicago 
22 Hawaii's oil shock 


23 Lexington The new 
McCarthyism 


The Americas 


24 South America’s 
breadbasket -` 


25 Gangs in El Salvador 
26 Paraguay s new motorway 


| Asia 
27 Cambodia’s dictator 


28 Filipino drivers 


29 Bulldozer-justice in India 
29 Pakistan’s neighbours 


30 Banyan The mess in 
Sri Lanka 


China 


31 Covid-19 hits the capital 


32 How China is governed 
32 Saving furry lives 
33 Private pensions 


34 Chaguan What public 
anger means 


Middle East & Africa 
35 Lebanon’s gloom 
36 Feasting for Ramadan 


37 Ukraine and the Holocaust 


37 Africa’s rising debt 
38 Nigeria’s presidency 


The Economist April 30th 2022 


>> Contents continues overleaf 


ae eee ee ee ee a oe ee eee 


a Contents 


39 
a 
41 
42 
42 


43 


44 
45 
46 


47 


49 
50 
51 
54 
55 
56 


Europe 

Macron’s triumph 
Squeezing Russia 
Refugees’ mental health 
A Turkish travesty 


Gerhard Schroéder’s 
disgrace 


Charlemagne Macron’s 
Europe 


Hieron 
>i i 


Britain 

Northern Ireland 

The Brexit effect 
Bagehot Keir Starmer 


international 


How Putin’s war affects 
Europe’s demography 


Business 

Musk’s Twitter takeover 
Policing social media 

Big tech’s big secrets 
Chinese chipmaking 
Bartleby Playful products 


Schumpeter How firms 
raise prices 


Economist 


© 2022 The Economist Newspaper Limited. All rights reserved. Neither this publication nor any part of it may be reproduced, stored in a retrieval system, or transmitted in any form or by any means, electronic, mechanical, photocopying, 


gital bundled, visit: 


roblems when tryingto 


r Help pagesat: 


bai, Jol 
ow, M 


57 
58 


59 


60 
60 
61 
62 


63 


64 Another reusable rocket 


65 


66 
67 
68 
68 
69 
70 


72 


73 


74 


The Economist April 30th 2022 


Finance & economics 
Emerging markets 
The sinking yuan 


Buttonwood Low 
expected returns 


Russia’s tit for taps 
Consumers in America 
Stimulus fraud 


Free exchange Energy 
embargoes 


Science & technology 
Marine biology 


Genes and cattle disease 


Culture 

Corruption in Brazil 

World in a dish Julia Child 
Nazi tycoons 

Scottish fiction 

Opera’s newest star 


Back Story Art of 
controversy 


Economic & financial indicators 
Statistics on 42 economies 


Graphic detail 
How covid-19 changed house-buying in America 


Obituary 
Mimi Reinhard, typist of Schindler’s List 


recording or otherwise, without the prior permission of The Economist Newspaper Limited. The Economist (ISSN 0013-0613) is published every week, except for a year-end double issue, by The Economist Newspaper Limited, 750 3rd Avenue, 
sth Floor, New York, N Y 10017. The Economist is a registered trademark of The Economist Newspaper Limited. Periodicals postage paid at New York, NY and additional mailing offices. Postmaster: Send address changes to The Economist, P.O. 


Box 46978, St. Louis , MO. 63146-6978, USA. Canada Post publications mail (Canadian distribution) sales agreement no. 40012331. Return undeliverable Canadian addresses to The Economist, PO Box 7258 STN A, Toronto, ON M5W 1X9. GST 
R123236267. Printed by Quad/Graphics, Saratoga Springs, NY 12866 


The world this week Politics 


Emmanuel Macron was 
re-elected as president of 

_ France, again trouncing his 
nationalist-populist challeng- 
er Marine Le Pen. He won 
58.5% of the vote to her 41.5%. 
However, Ms Le Pen increased 
her vote share by eight per- 
centage points since their: 
previous contest, in 2017, and 
turnout was the lowest since 
1969. Mr Macron, a pro-Euro- 
pean centrist, said he would 
try to address the anger of 
those who feel left behind by 
globalisation. He will now try 
to hold on to his party’s major- 
ity at parliamentary elections 
due in June. 


Fighting continued in eastern 
and southern Ukraine. The 
Russian invaders are trying to 
seize more territory, but have 
still not vanquished the last 
defenders of Mariupol, who 
are hunkered down in the vast 
Azovstal steelworks. Russia is 
using air power and missiles to 
attack infrastructure across 
the country, targeting railway 
lines and stations in an effort 
to slow the flow of Western 
arms to Ukrainian forces. 


America held a conference at 
its Ramstein air base in 
Germany with 40 countries to 
discuss the defence of Ukraine. 
Christine Lambrecht, the 
German defence minister, 
announced that her country 
would send armoured vehicles 
for the first time. This change 
in policy comes after weeks of 
criticism levelled at Germany 
for not doing more to help. 


Antony Blinken and Lloyd 
Austin, America’s secretaries 

- of state and defence, went to 
Kyiv to meet Volodymyr Zelen- 
sky, Ukraine’s president. They 
later announced an additional 
$713m in American military 


aid to 16 countries in the 
region, $322m of which will go 
to Ukraine. Mr Austin predict- 
ed that Ukraine could win the 
war and said America was 
eager to help it do so. 


Cutting off the gas 

Russia’s state energy giant, 
Gazprom, suspended gas 
supplies to Bulgaria and 
Poland because they have not 
made payments in roubles, a 
condition Russia has demand- 
ed to shore up its currency. 
European gas prices soared 
again on the news. Poland said 
it was prepared and would 
obtain gas from elsewhere. 


Nayib Bukele, the president of 
El Salvador, extended fora ` 

second month a state of emer- 
gency imposed after 87 people 
were killed in March in a spate 


of gang violence. The emergen- 


cy rules allow the police to 
arrest people without explana- 
tion; more than 19,000 have 
been rounded up in the past 
month. A new law also appears 
to make it illegal for journal- 
ists to report on gang activity. 


Mexico after the body of 
Debanhi Escobar, an 18-year- — 
old law student, was found ina 
water tank in a motel in Mon- 
terrey. She had been missing 
for nearly two weeks. A woman 
in Mexico is nearly three times 
more likely to be murdered 
than a woman in the United 
States. 


Mass testing in Beijing re- 
vealed dozens of new cases of 
covid-19. Some neighbour- 
hoods in China’s capital were 
sealed off. The number of cases 
in Shanghai, which has been 
locked down for weeks, started 
to fall. But some residents 


Protesters took to the streets in 


there woke to find new green 
fences shutting them into their 
compounds. 


Three Chinese academics and 
their driver were murdered by 
a Suicide-bomber in Karachi, 
Pakistan’s commercial capital. 
One of the academics was the 
director of the local Confucius 
Institute, an organisation 
linked to the Chinese govern- 
ment that promotes Chinese 
language and culture around 
the world. The Baloch Libera- 
tion Army, a separatist group 
that opposes Chinese invest- 
ment in Pakistan, said it 
carried out the atrocity. 


The latest closed-door trial in 


Myanmar of Aung San Suu Kyi 


convicted her of corruption, 
adding five years to her impris- 
onment. Ms Suu Kyi has been 
in custody since the army 
ousted her fledgling demo- 
cratic government in 2021. She 
has been tried on a range of 
trumped-up charges; there are 
12 more court cases to come. 


Singapore hanged a Malaysian 
man who was convicted in 
2010 of trafficking heroin, 
despite evidence that he was 
mentally deficient. It has 
carried out two executions 
within a month; another is 
scheduled for April 29th. 


North Korea held a martial 
parade, at which it displayed 
banned intercontinental bal- 
listic missiles. Kim Jong Un, 
the dictator, vowed to increase 
his nuclear forces and said 
they were prepared to put 
“their unique deterrent in 
motion at any time”. 


Clashes between Palestinian 
protesters at Jerusalem’s al- 
Aqsa mosque and Israeli po- 
lice erupted again. There have 
been no deaths in the current 
round of violence, though 
scores of Palestinians have 
been injured. Israel’s govern- 
ment and Hamas, the Islamist 
group that runs the Gaza Strip, 
have so far managed to prevent 
a wider conflict. 


The juntas running Burkina 
Faso and Guinea both missed 
a deadline to present plans for 
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a transition back to civilian 
rule. ECOWAS, the west African 
regional bloc, has already 
imposed sanctions on Mali 
after coup leaders there de- 
layed elections and a transfer 
of power back to a civilian 
government. 


Members of the East African 
Community, another regional 
bloc, agreed to send troops to 
the Democratic Republic of 
Congo. There has beena 
resurgence in violence in the 
east of the country by groups 
including the Allied Demo- 
cratic Forces, a jihadist orga- 
nisation, and the M23, a mili- 
tia that was previously backed 
by Rwanda. 


The High Court in Britain 
ruled that the government 
acted unlawfully when it 
released patients from hospi- 
tal into care homes at the start 
of the pandemic. The judges 
found that policy advice 
issued in March and April 
2020 did not take into account 
the risk to elderly residents of 
transferring asymptomatic 
patients into homes. 


Harvard released a report into 
its historical links with slav- 
ery. It noted that scores of 
slaves toiled at the university 
until slavery was outlawed in 
Massachusetts in 1783. The 
university has created a 
$100m fund that will be used 
in part to “identify, engage 
and support” the direct 
descendants of the slaves. It 
stopped short of calling for 
reparations. 


Hardly like for like 

Although tensions between 
the two countries are at their 
highest for decades, America 
and Russia agreed to a 
prisoner swap. Russia re- 
leased Trevor Reed, a former 
marine who was imprisoned 
after a drunken altercation 
with police in Moscow. His 
trial in 2020 was described by 
America as a “theatre of the 
absurd”. America in return 
released Konstantin Yaro- 
shenko, a Russian pilot con- 
victed of conspiring to smug- 
gle cocaine. 


eR 


The world this week Business 


Elon Musk struck a deal to buy 
Twitter, capping three weeks 
of drama during which he had 
revealed he had amassed a 
9.2% stake and rejected a seat 
on the board and Twitter had 
tried to block a sale. In the end 
its big investors forced Twitter 
to the table when Mr Musk 
revealed a financing package 
for his offer. Ataround $44bn 
it will be one of the largest- 
ever leveraged buy-outs. The 
Twitterati went into meltdown 
at Mr Musk’s pledge to nurture 
free speech on the platform. 
But he seemed to have the 
support of Jack Dorsey, Twit- 
ter’s founder, who tweeted: 
“Taking it back from Wall 
Street is the correct first step.” 


Tesla’s share price tumbled the 
day after Twitter accepted Mr 
Musk’s bid. Part of his financ- 
ing for the offer includes a loan 
against the stock he owns in 
the carmaker; a much lower 
share price would complicate 
that calculation. 


Meta’s quarterly earnings 
pleased investors, a relief for 
the company after its results 
for the previous quarter 
showed a sharp slowdown in 
growth, pummelling its share © 
price. Overall revenue grew at 
the slowest pace since Face- 
book went public, but the 
number of daily active users 
across all Meta’s apps, which 
include WhatsApp and 
Instagram, was up. 


Microsoft reported solid 
quarterly revenues and fore- 
cast better sales for the current 
quarter, driven by its cloud- 
computing services. Satya 
Nadella, the chief executive, 
said that the inflationary 
environment was good for 
Software, as firms seek to “do 
more with less”. 


Revenues from advertising at 
Alphabet also grew sharply in 
the latest quarter, though not 
at the same pace as during the 
height of the pandemic. It said 
ad spending on its YouTube 
platform had not grown as 
much as it had hoped because 
of the “outsized impact” of 
Russia’s war in Ukraine in 
European markets. Sales from 
Google’s search advertising 
were less affected by wider 
economic concerns and rose 
by 25%, year on year. 


Cook up a storm 

America’s Senate confirmed 
Lael Brainard as vice-chair of 
the Federal Reserve, becoming 
deputy to the chair, Jerome 
Powell. But the confirmation 
of Lisa Cook to the Fed’s board 
of governors was temporarily 
suspended by Democrats 
because they lacked the num- 
bers to support her (mostly 
because of covid absences). Ms 
Cook would be the first black 
woman to sit on the board, 
though Republicans contend 
that she is an activist who 
would use her position to 
“promote radical hyperbole’. 


It was a tale of two Swiss 
banks, as UBS reported its best 


first-quarter profit in 15 years 


and Credit Suisse fell to a loss 
and overhauled its manage- 
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ment, replacing its chief 


financial officer. UBS’s in- 
vestment-banking business 
rebounded from its exposure a 
year ago to the collapse of 
Archegos Capital Manage- 
ment, though income from its 
asset-management division 
was sharply lower (Bill Hwang, 
the founder of Archegos, was 
charged with fraud in America 
this week). Credit Suisse’s loss 
came as revenue fell in in- 
vestment banking and wealth 
management, year on year. 


In a blow to green investors, | 
shareholders at Bank of Amer- 
ica, Citigroup and Wells Fargo 
overwhelmingly rejected 
proposals to stop the three big 
American banks financing 
new fossil-fuel projects. With 
energy costs rising, Jane Fra- 
ser, Citi’s chief executive, said 
that moving to a net-zero 
carbon economy would take 
time. But ina sign of the grow- 
ing power of shareholder 
activists at investor meetings, 
Ms Fraser was also asked a 
question about Citi’s policy on 
reimbursing staff who have to 
travel to get an abortion. 


The largest independent in- 
vestor in Just Eat Takeaway 
called for the company’s chief 
financial officer and most of 
the supervisory board to be 
sacked at the forthcoming 
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annual general meeting. The 
online food-delivery company 
recently announced that it was 
assessing its options for Grub- 
hub, which it took over only 
last year. Furious investors 
claim they have been misled. 


Not a very happy place 
Florida’s governor, Ron 
DeSantis, signed a bill revok- 
ing privileges that the state 
had granted to Disney’s theme 
parks, which in effect had 
allowed the company to oper- 
ate as its own local govern- 
ment. Walt Disney World was 


given its special status in 1967, 


but the firm has fallen out with 
Republicans over legislation 
that bans classroom instruc- 
tion on sexual orientation or 
gender identity to young chil- 
dren. Mr DeSantis says that 
Disney’s privileges were an. 
“aberration”, but critics think 
he has taken revenge ona — 
private company just because 
it does not agree with him. 


America’s house-price boom 
continued apace, with the S&P 
CoreLogic Case-Shiller index 
registering a rise of nearly 20% 
in February, year on year. 
Home prices in Phoenix and 
Tampa were up by a third. 
Rising interest rates, the result 
of high inflation, could soon 


pierce that bubble. 
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How rotten is Russia’s army? 


Vladimir Putin uses warfare to make up for Russia’s weaknesses. That is why he is so dangerous 


HE MIGHT of the modern Russian army was supposed to 
Askon the world that President Vladimir Putin had restored 
his country to greatness after the humiliation of the Soviet col- 
lapse. Instead, poor progress and heavy losses in Ukraine have 
exposed deep flaws within Russia. For those threatened by Mr 
Putin’s aggression, a diminished army is a relief. Unfortunately, 
it also leaves a nuclear-armed power with a point to prove. 

So far, the invasion of Ukraine has been a disaster for Russia’s 
armed forces. About 15,000 troops have been killed in two 
months of fighting, according to Britain’s government. At least 
1,600 armoured vehicles have been destroyed, along with doz- 
ens of aircraft and the flagship of the Black Sea fleet. The assault 
on the capital, Kyiv, was a chaotic failure. 


Leon Trotsky wrote that “the army is a copy of society and suf- 


fers from all its diseases, usually at a higher temperature”. Fight- 
ing in the east and the south of Ukraine over the next few weeks 
will not only determine the course of the war, but it will also de- 
termine how much the Russian army can salvage its reputa- 
tion—and the reputation of the society it embodies. 

Our briefing this week sets out just how rotten the army has 
been. Russia’s defence budget, of over $250bn at purchasing 
power, is about three times that of Britain or France, but much of 
it is squandered or stolen. Mr Putin and his top commanders 
kept their invasion plans from senior officers, 
reflecting a crippling lack of trust. Disaffected 
troops, fed on out-of-date rations, have desert- 
ed their vehicles. Units have tortured, raped 
.and murdered only to be honoured by the 
Kremlin. Russia has failed to win control of the 
skies or combine air power with tanks, artillery 
and infantry. Wallowing in corruption, unable 
to foster initiative or learn from their mistakes, i 
its frustrated generals abandoned advanced military doctrine 
and fell back on flattening cities and terrorising civilians. 

Ukraine’s highly motivated forces are a rebuke to these Rus- 
sian failings. Despite being less numerous and less well armed, 
they resisted the invading army by passing decision-making to 


small, adaptable local units given up-to-the-minute intelli- 
gence. Even if the Russian campaign, now under a single com- | 


mander, makes gains in Donbas, it will do so chiefly thanks to its 
sheer mass. Its claim to be a sophisticated modern force is as 
convincing as a tank turret rusting in a Ukrainian field. 

For Mr Putin this is a crushing setback. That is partly because, 
although he controls a formidable propaganda machine to help 
drown out his critics, the loss of face threatens his standing at 
home. It is mostly because the use of military force is central to 
his strategy for making Russia count in the world. 

Russia may be vast, but it is a medium-sized polity that still 
yearns to be a superpower. Its population ranks between Bangla- 
desh and Mexico, its economy between Brazil and South Korea 
and its share of global exports between Taiwan and Switzerland. 
Although Russia enjoys some sympathy in non-aligned coun- 
tries like South Africa and India, its soft power is ebbing—has- 
tened by its display of incompetence and brutality in Ukraine. 

To fill the gap between its power and aspirations—and to re- 


sist what he sees as America’s encroachment—Mr Putin has re- 
peatedly turned to the only sphere where Russia can still purport 
to be world-class: military force. In the past 14 years he has in- 
vaded Georgia and Ukraine (twice) and fought in Syria. His mer- 


cenaries have deployed to Libya, the Central African Republic, 


Sudan and now Ukraine. Mr Putin is a global bully obsessed with 
his country’s inadequacies. Contrast that with China, which also 
has ambitions, but has so far been able to get results using its 
growing economic and diplomatic heft. 

Humiliation in Ukraine weakens Russia’s last claim to super- 
power status. The war may yet drag on, and while it does Russia 
will not be able to mount big operations elsewhere. Equipment, 
ammunition and manpower are being used up fast. Restoring 
Russia’s forces to full strength and training them to avoid the 
mistakes in Ukraine could take years. Should sanctions remain 
because Mr Putin is still in power, the task will require even lon- 
ger. Russian missiles are chock-full of Western components. 
The flight of talented, outward-looking Russians will weigh on 
the economy. All the while, the less that Russia can project mil- 
itary power, the less it will be able to disrupt the rest of the world. 

That will be welcome. Yet, the invasion of Ukraine also holds 
lessons that are less comforting. For one thing, it shows that in 
pursuit of this strategy Mr Putin is willing to take risks that to 
many others—including many Russians— 
make no sense. Further decline in Russian pow- 
er could lead to still more reckless aggression. 

Ukraine also shows that in future wars if 
Russian forces cannot prevail on the battlefield, 
they will resort to atrocities. A weaker Russian 
army could be an even more brutal one. For 
those around the world facing Russian aggres- 
sion, that is a terrible prospect. 
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Ultimately, weakness may lead Russia to the last arena where | 


it is still indisputably a superpower: chemical, biological and 
nuclear weapons. From the start of this wat, Mr Putin and his 
government have repeatedly brandished the threat of weapons 
of mass destruction. Mr Putin is rational, in that he wants his re- 
gime to survive, so the chances of their use probably remain 
slim. But as Russia’s armed forces run out of conventional op- 
tions, the temptation to escalate will surely grow. 

The message for the wider world is that Mr Putin’s military 
opportunism in Ukraine must be seen to fail by his own officers 
and strategists, who may then temper his next headstrong 
scheme. A stalemate in Donbas would merely set up the next 
fight and it could be even more threatening than today’s. 

Yet, even if Mr Putin is defeated, he will remain dangerous. 
The message for NATO is that it needs to update its tripwire de- 
fence. This rests on the idea that a Russian attempt to take a bite 
out of, say, the Baltic states may succeed at first, but would trig- 
ger a wider war which NATO would eventually win. That defence 
involves the risk of miscalculation and escalation, which are 
more fraught than ever if Russia’s conventional forces are weak. 
Better to have a large forward force that Russia would find hard 
to defeat from the very start. The best way to be safe from Mr Pu- 
tin and his rotten army is to deter him from fighting at all. m 
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Social media 


The techno- -king of Twitter 


The world’s best-known engineer takes on the problem of free speech. We hope he succeeds 


WEEPING STATEMENTS about the future of humanity do not 
S usually feature in discussions about leveraged buy-outs. But 
Elon Musk has never felt bound by convention. Asked about his 
plans to buy Twitter, a social network, and take it private— 
which were approved by the firm's board on April 25th—he went 
straight for the big idea. “My strong intuitive sense is that having 
a public platform that is maximally trusted and broadly inclu- 
sive is extremely important to the future of civilisation. I don’t 
care about the economics at all.” 
= Compared with its rivals—Facebook, Instagram and TikTok— 
Twitter is a minnow. But the deal matters. One reason is that 
Twitter's size belies its importance. As a haunt of politicians, 
pundits and wonks, it does much to set the political weather—a 
digital “public square”, as Mr Musk put it. 

Another is that Mr Musk made his name and his fortune by 
upending industries. This time, he will be grappling with a knot- 
ty problem of keen interest to governments around the world— 
how to regulate speech online. Most prescribe ever more rules. 
But Mr Musk wants to go the other way, removing restrictions 
instead of imposing new ones. The operators of other big social 
networks will be watching the experiment with interest. 

At first blush, Mr Musk—best known for electric cars and re- 
usable rockets—seems an unlikely social-media mogul. But a 
closer look suggests his acquisition of Twitter 
fits his approach to business. Mr Musk, a pas- — 
sionate engineer, likes to take poorly perform- 
ing technologies and improve them. Tesla tore 
up the car industry’s rule book by replacing pet- _ 
rol with electricity, ditching dealerships and 
treating cars as computers. SpaceX proved that 
a hungry, move-fast-and-break-things startup 
run on a relative shoestring could outperform 
-aerospace giants grown cautious and fat on the back of generous 
government contracts. Both firms were dismissed by bigger in- 
cumbents—until one day they weren't. 

All that engineering and disruption is animated by Mr Musk’s 
‘own, sometimes idiosyncratic conception of the social good. 
Tesla’s purpose is to prod the world more quickly towards a car- 
bon-free economy (a goal vindicated by the speed at which other 
carmakers are now pivoting to electric vehicles). SpaceX’s ambi- 
tion is so grandiose some commentators struggle to believe that 
Mr Musk is sincere: to establish a human presence on Mars, 
something that, were a catastrophe to befall Earth, might one 
day prove to have been an insurance policy for civilisation. 

_ Assume that Mr Musk really is ready to spend billions of dol- 
lars of his own money to secure the “future of civilisation” 
(though he has a break clause should he get cold feet). The ques- 
tion is whether his vision of free speech on Twitter is sensible. 

Twitter fits the pattern of Tesla and SpaceX, offering Mr Musk 
another complex engineering system to tinker with, and a grand 
reason for doing so. Social media deploy algorithms to highlight 
“engaging” content, using a thicket of rules that try to mitigate 
the worst side-effects, the better to sell users to advertisers. Itisa 
business model full of inconsistencies and unexamined trade- 
offs that looks ripe for disruption. That Mr Musk wants to be its 


agent is perhaps no surprise, for he cut his entrepreneurial teeth 
in the 1990s, when techno-libertarianism and anti-censorship 
were the internet’s animating ideas. 

The fact that Mr Musk is a billionaire should not disqualify 
him from owning an important media firm. He has already set 
out some ideas for Twitter, many of them cautious and sensible. 
The resulting fuss shows how illiberal much online opinion has 
become. He wants fewer outright bans and more temporary sus- 
pensions. Users should prove they are not bots. When in douDt, 
err on the side of leaving tweets up, not taking them down. 

‘More significant, he thinks the cogs and ratchets of Twitter's 
recommendation algorithm, which decides which tweets a user 
sees, should be public. Researchers could examine it; other pro- 
grammers could tweak it. A version less prone to pushing “en- 
gaging” content—which, in practice, often means tweets that are 
enraging, controversial or plain daft—could lower the tempera- 
ture of the entire platform, making the job of moderation easier 
and possibly leading to debate that is more thoughtful. Or per- 
haps Twitter could become an open platform, where different 
users may choose one of many different third-party algo- 
rithms—or none at all—according to their taste. Content moder- 
ation is the messy product of political and social pressures. It 
will be fascinating to see how easily it succumbs to engineering. 

Mr Musk will not have an entirely free hand. | 
Australia, Britain, the EU and India, have all 
been working on tech-regulation. Thierry Bre- 
ton, a senior EU official, noted that “It’s not [Mr 
Musk’s] rules that will apply here.” Mr Musk’'s 
other investors are nervous. The more time he 
devotes to Twitter, the less he will have for his 
other ventures. Shares in Tesla fell by 12% after 
news of the Twitter deal. 

Mr Musk’s personality poses a big risk. He is clever, düven 
and ferociously hard-working. He can also be puerile and vin- 
dictive, traits on display in 2018 when he accused a British cave- 
rescue expert, with no evidence, of being a “pedo guy”. Such out- 
bursts are one thing coming from a Twitter user with a big fol- 
lowing. But when he is the owner, they will raise questions 
about whether he will be able to resist the temptation to exploit 
his new position to pursue his own obsessions and vendettas. 


The bird and the oak tree 

This newspaper shares Mr Musk’s free-speech convictions. No- 
body has a monopoly on wisdom. Experts are sometimes wrong 
and blowhards sometimes right. Even in the internet age, the 
best response to a bad argument is a better one. Moderation on 
many platforms has become heavy-handed and arbitrarily en- 
forced. If Mr Musk’s talent for shaking up industries can help cut 
the Gordian knot of online speech, everyone will benefit. 

But we are also keen on another liberal principle, that institu- 
tions should be bigger than the person running them. Mr Musk 
can set new rules, but he should be seen to play no role in enforc- 
ing them. If he really wants to convince users that he will be an 
impartial guardian of his “digital public square”, he could imple- 
ment his reforms—and then freeze his own account. E 
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Covid-19 in China 


The forever war 


Xi Jinping continues to treat the pandemic like a war. It’s time for him to adapt 


N THE EARLY days of the pandemic Xi Jinping, China’s leader, 
Firea that the country was under attack. He spoke of a 
“people’s war” againstan “invisible enemy”. Visiting Wuhan, the 
city where it started, he all but promised victory. Fang Fang, a lo- 
cal diarist, retorted: “Remember, there is no win, only an end.” 

Most countries have accepted that covid cannot be eradicat- 
ed. Helped by vaccines and treatments, they have decided to live 
with the virus. China, however, is still determined to defeat or at 
least contain it. The discovery of dozens of cases in Beijing has 
led to mass-testing (see China section). Individual neighbour- 
hoods are being locked down. This is less harsh than the medi- 
cine applied to poorer cities, dozens of which have been entirely 
sealed off. Still, Beijing could be next. 

Mr Xi seems to relish keeping his country on 
a war footing. “Perseverance is victory,” he says 
of his “dynamic zero-covid” strategy. That may 
be a stirring phrase for rallying China’s legions 

Of weary health workers; but though battles 
` against individual outbreaks may be won, the 
country has no viable path towards overall vic- 
_tory and eventual peace. That will have to in- 
volve treating covid as a manageable, endemic disease. 

China is hardly the only country to have declared war on co- 


vid. And it has fought the virus better than most. Millions of Chi- — 


nese have been enlisted as foot soldiers, with orders to test and 
trace people—and to send the infected to quarantine sites. This 
has resulted in the lowest death toll of any big country and, until 
now, a covid-free existence for a large majority of its citizens. 
The Communist Party thinks its approach superior to democ- 
racies’ trade-off between liberty and public health. China puts 
“lives above all else”, says Mr Xi. But his war has costs, too. Most 
of Shanghai’s 25m residents have been locked down for weeks. 
Many woke the other day sealed inside their compounds behind 


green fences. Not a single case can slip through. With the zero- 
covid strategy, ruthlessness is a feature, not a bug (see Chaguan). 

China may be willing to bear those costs to keep life safe for 
the majority. But other concerns are affecting the party's calcu- 
lus. Mr Xi has turned the war on covid into an ideological strug- 
gle. An old idea has taken hold among apparatchiks: that red fer- 
vour will get you further than expertise. Officials in Beijing be- 
lieve it will fare better than Shanghai, which they say pandered 
to Western ideas about how to confront the virus. 

Beijing may yet turn out better. But making public health a 
test of ideological fitness leads to rigid thinking. Many local offi- 
cials, fearing the sack, have escalated their covid-control mea- 
sures to cruel and irrational levels. Yet at the 
same time many have balked at forcing the old 
and vulnerable to get jabbed, for fear of being 
blamed if they subsequently fall ill. 

Meanwhile, staff allocated for the much- 


to do mass testing. Because too few of China’s 
over-80s have been fully vaccinated, re-open- 
ing risks a wave of deaths. Pity those who sug- 
gest that the zero-covid policy could.be relaxed if jab rates were 
higher. Online nationalists assail them as disloyal. To say Chi- 


na’s covid policies need to evolve is.to suggest Mr Xi is fallible. In . 


a war, orders are to be obeyed, not debated. 


Pandemics are not wars, but a global public-health challenge. 


Yet China’s government refuses to approve foreign vaccines, 
though they are more effective. It often treats pandemic data as 
state secrets. And it is reluctant to learn from other places, in- 
cluding ideologically impure Taiwan, which have charted paths 
out of zero-covid by reallocating resources and vaccinating the 
elderly. Treating covid as conflict may suit Mr Xi. But as a shrewd 
general once said of a different war: “Tell me how this ends.” m 


France 


The centre holds 


Emmanuel Macron has triumphed, but he faces a steep road ahead 


T LTIMATELY, IT WASN'T close. Emmanuel Macron stormed toa 
| Gi ere and final term as France’s president, trouncing his 
nationalist-populist rival Marine Le Pen by 58:5% to 41.5% on 
April 24th (see Europe section). France and Europe have dodged 
a calamity. Had Ms Le Pen won, she would have undermined 
NATO, appeased Vladimir Putin, challenged the legal founda- 
tions of the European Union and stoked racial tension at home. 

Mr Macron tried to sound humble in victory. “Our country is 
beset by doubts and divisions,” he said. “Today’s vote requires us 
to consider all of the hardships of people’s lives and to respond 
effectively to them and to the anger expressed.” Ms Le Pen artic- 
ulated that anger, which is one reason why she did better than in 


2017, though she offered few coherent remedies. Mr Macron’s re-. 


sponse will determine whether his second term is a success. 
First, he will need to keep his majority in parliament. His par- 
ty, La République en Marche (LREM, note the last two initials), 
and its allies currently hold 60% of seats. An election in June is 
unpredictable, but there is a good chance he will retain his grip. 
What, though, should Mr Macron do with his fresh mandate? 
One of his main pieces of unfinished business is to tackle a pen- 
sion system that France’s rickety finances can ill afford. He has 
promised to raise the retirement age from 62 to 65. The snag is, 
that will be deeply unpopular, and he has already hinted that he 
might settle on 64. Is he ready to face down furious protests by 
workers yearning for early retirement? Or will he cave, as he did 


needed booster campaign have been redirected 
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to the gilets jaunes and their fuel-tax protests in 2018? His plan to p> 
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> pay teachers more if they take on more tasks will upset their un- 


ions. His campaign against red tape has far to go. He seems to 


have given up on making French labour markets any more flex- 
ible. He needs to be tough. 

At the same time, he must find ways to deal with the emak 
ity that fuels support for the radical left of Jean-Luc Mélenchon, 
who ran a strong third in the first round of the presidential race, 
as well as for Ms Le Pen. France’s big cities hum with tech start- 


ups, global-minded financiers and swanky shops. In the crime- | 


ridden banlieues around them, and in the smaller towns, the 
grimy post-industrial north and the economically stunted 
south, it is a different story. Such places do not vote for centrists 
like Mr Macron, whom Ms Le Pen calls le président des riches. 

Mr Macron has a good plan: lots more education and training. 
But such things take time and money, and the centrists may not 


have enough of either. If the march of the radicals continues, 


perhaps under the leadership of Marion Maréchal, Ms Le Pen’s 
slightly less polarising but no less nationalist niece, the election 
in 2027 will be perilous. Mr Macron’s great success has been to 
dominate the centre ground of French politics. Alas, this means 
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the only serious opposition to him now comes from the expand- 
ing extremes of right and left. That is not a comfortable prospect. 

= Nor will Mr Macron’s challenges stop at France’s borders. One 
cannot doubt his ambition: he wants to rebuild Europe, not just. 
his own country. Having twice fought off the populist dragon, 
and with a solid economic record that has given France the sec- 
ond-highest growth rate in the G7, he looks like Europe's natural 
leader. Germany’s Olaf Scholz is floundering, Britain has mar- 
ginalised itself and Italy’s Mario Draghi is on the way out. Mr 
Macron’s views have a lot of support in Europe (see Charle- 
magne). The EU has become more economically interventionist, 


less fiscally restrictive and more inclined to beef up its own de- 


fences: more French, in other words. 

But big changes in Europe require consensus, and in each 
area where Mr Macron has big plans, he will face rigid opposi- 
tion. Central Europeans are wary of anything that might chal- 
lenge the primacy of NATO; the northern “frugals” do not want to 
pay for another round of EU largesse. Beleaguered at home, Mr 
Scholz may not be the helpful partner that Mr Macron will need. 
Winning elections is hard: securing a legacy harder still. m 


Curbing Vladimir Putin 


The case for energy sanctions 


Europe should impose a high tariff on imports of Russian oil and gas 


VEN AS RUSSIA has invaded Ukraine, terrorised civilians and 
Eoo Mariupol, the European Union has spent €44bn 
($46bn) buying its oil and gas. That could be about to change. On 
April 27th Russia announced that it had stopped supplying gas 
to Bulgaria and Poland, which had refused its demand to pay in 
roubles. Because the EU can easily buy oil, but not gas, from else- 
where, Russia is attempting to exploit its point of vulnerability. 

Europe is considering how to respond. Already it was enter- 
taining the possibility of sanctions on Russian oil. But it fears 
that it has the weaker hand. Olaf Scholz, Germany’s chancellor, 
has said that an embargo would plunge Europe into recession 
without doing much to hurt Vladimir Putin and his war effort. 
Russia’s gas is used both to heat homes and to 
power factories, and among Europe's big econ- 
omies Germany and Italy are especially depen- 
dent on it. Predicting what would happen with- 
out Russian gas is hard, because it depends on 
how quickly supply chains adapt around the 
disruption (see Free exchange). Optimistic aca- 
demics say the initial cost to Germany's econ- 
omy ofa full energy embargo could be just 0.5% 
of lost GDP; Germany’s central bank puts the bill at 5% of GDP. 

Although Mr Scholz is right that energy sanctions would be 
costly, he underestimates the harm they would do to the Krem- 
lin. He says that Russia probably cannot spend the foreign ex- 
change it earns from oil and gas sales, because its financial sys- 
tem has been cut off from much of the world. There is some evi- 
dence for this. South Korea has timely trade data and partici- 
pates in sanctions: in March its exports to Russia fell by 63%. 
With its central bank’s foreign-exchange reserves frozen, Russia 
has had to enforce capital controls and raise interest rates in or- 
der to support the rouble. 

Yet swathes of the global economy, including China, India 
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and most of the Middle East and Africa, continue to trade freely 
with Russia. Secondary sanctions, which would punish anyone 
transacting with Russia, are not in place. Some Russian banks 
can still interact with the West. As a result, even with its central 
bank under sanctions, it is likely that Russia is making creative 
use of freshly acquired hard currency from selling energy, in- 
cluding to buy arms. It need put only enough financial interme- 
diaries between its transactions and those taking place in New 
York or Frankfurt. 

The case for reducing the flow of cash into Mr Putin’s coffers 
therefore stands. And it is sufficient to justify the economic pain 
involved. In 2020 EU member states implemented lockdowns 
which caused annual GDP to shrink by almost 
6% in order to slow the spread of covid-19. Cut- 
ting off funding to an invader that would threat- 
en to convert putative success in Ukraine into 
aggression against other European countries is 
both morally sound and strategically desirable. 

What is more, the design of sanctions could 
lower their economic cost. One idea is to levy a 
high tariff on Russian energy, rather than ban it 
altogether. To keep selling, Russia would probably need to cut 
prices so that its oil remained competitive with other countries’. 
(Redirecting all its oil elsewhere would be an enormous logisti- 
cal challenge.) A high tariff could in effect seize some of Russia's 
oil profits without disrupting supply. The consequences for gas 
prices are harder to predict. But because Russia cannot move gas 
pipelines any more easily than Europe can find alternative sup- 
pliers, it would probably absorb at least part of a tariff. 

In either case, taking action may provoke Mr Putin to cut sup- 
plies further. If a tariff morphs into an embargo, so be it. Russia’s 
war would become harder to sustain—and in the decades to 
come Europe would be more secure. E 
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Wi Food and Agriculture Organization 


of the United Nations 


Do you want to work with a dynamic and diverse team in an international setting? 
: Join us! 


The Food and Agriculture Organization of the United Nations (FAO) is a specialized agency of the United Nations that leads 
international efforts to defeat hunger. | 


We in FAO strive for a world free of hunger and malnutrition where food and agriculture contribute to the wellbeing of all, especially 
the poorest, in an economically, socially and environmentally sustainable fashion. Our Investment Centre contributes to this by 
supporting the scaling up of sustainable and inclusive agrifood investments. | 3 


FAO is seeking outstanding candidates for several senior-level positions to be based at its headquarters in Rome, Italy, where 
opportunities are offered to lead and manage exceptional international teams, working in a cutting-edge environment within the UN 
system. | 


The following FAO Investment Centre senior-level positions are open to highly qualified, experienced and truly dedicated international 
professionals in possession of the drive, determination, relevant technical background and leadership skills needed to contribute to 
the achievement of FAO’s most noble goal: 


e Deputy Director (Business Development), D-1 
e Service Chief, East and Southern African Service, D-1 
e Service Chief, Asia and the Pacific Service, D-1 
e Service Chief, West and Central Africa Service, D-1 
e Service Chief, Latin America and the Caribbean Service, D-1 


Work with us and help to make a difference now! 


Find out more on the Organization's careers page: http://www.fao.org/employment/vacancies/en 
We welcome qualified women and diverse talent worldwide to join us. Persons with disabilities are equally encouraged to apply. 


Unique Access to Confidential Opportunities | 


InterExec is the global leader in assisting Top Executives | t F x, / 
to access £200k to £2m+ unadvertised vacancies worldwide. N e r AG G. 
We act discreetly through our 15,000 strong Headhunter network. UNIQUE NETWORK # OUTSTANDING TALENT 


london@interexec.net www. interexec.net +44 (0)20 7256 5085 
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The plurality of Silicon Valleys 
It is along overdue develop- 
ment that Silicon Valley is now 
a global state of mind (“A new 
atlas”, Aprili6th).As your 
article correctly noted, we are 
seeing an abundance of 
innovation around the world, 
resulting in many clusters 
from Sao Paulo to Bengaluru to 
Estonia. Having been closely 
involved in the growth of the © 
Estonian and London 
ecosystems I can’t wait to see 
‘many more come about. Often 
their development is accelerat- 
ed by having early big success- 
es that act as an inspiration for 
the next generation of 
entrepreneurs. 

However, when ranking the 
clusters we should take care 
not to forget that the smallest 
can often be the mightiest 
examples. Estonia has a pop- 
ulation of 1.3m, but has given 
birth to ten unicorns, firms 
with a value of at least $1bn. 

Or zooming out from Estonia, 
the region known as the New 
Nordics (the Nordic and Baltic 
countries) has a combined 
population of more than 30m 
people and has created a 
similar number of unicorns. 
As the same population to 
unicorn ratio spreads over 
Europe we will soon take the 
lead over America. 

TAAVET HINRIKUS 
Technology founder 

and investor 

Tallinn, Estonia 


China and Taiwan 

You once again made a com- 
parison between the Taiwan 
issue and Ukraine (“How to 
become a porcupine’, April 
23rd). You incited Taiwan to 
increase its military budget 
and strengthen its defence 
capability in order to resist a 
so-called invasion from China, 
and even advocated that Amer- 
ica upgrade its political and 
military links with Taiwan and 
provide it with more weapons. 
Those statements are seriously 
wrong and we strongly 
condemn them. 

The issue of Ukraine is an 
‘international dispute between 
two sovereign nations. The 
issue of Taiwan is purely an 


internal affair of China and is 
completely different in nature. 
There is only one China. Tai- 
wan is an inseparable part of 
China’s territory, and the gov- 
ernment of the People’s Repub- 
lic of China is the only legiti- 
mate government represent- 
ing the whole of China. The 
one-China principle is the 
extensive consensus of the 
international community. 

The Taiwan issue bears on ` 
China’s core interests and we 
will brook no external interfer- 
ence. Resolving the Taiwan 
issue and achieving the com- 
plete reunification of China is 
the common wish and firm 
will of all Chinese people and 
is a historical trend that no one 
can stop. China will do its 
utmost to promote the peace- 
ful reunification of the 
motherland but will never 
allow anyone to split Taiwan 
from China in any way. No one 
should underestimate the 
strong resolve and capability 
of the Chinese people in safe- 
guarding the nation’s sover- 
eignty and territorial integrity. 
ZENG RONG 
Spokesperson of the 
Chinese Embassy 
London 


Big majorities are a problem 
Presumably many Conserva- 
tive voters now recognise that 
the good-chap approach to 
governance has ceased to be 


effective, if it ever were (“Wait- 


ing for Boris”, April 16th). As 
long as a government can 
obtain a majority of 80 seats on 
44% of the vote, any prime 
minister can change any 
governance rule they like. 
After Boris Johnson’s historic 
lawbreaking, will defenders of 
the status quo still argue that 
the first-past-the-post voting 
system brings stability and 
strong government? Or will 
One Nation Tories realise that 
the democratic values and the 
rule of law they claim to value 
would benefit from a more 
representative voting system 
with better accountability? 
KATHRINE SANTOS 

Executive member 

Liberal Democrats for 
Electoral Reform 

London 


Viktor Orban won an election 
with roughly half the vote, you 
say, but, “thanks to gerryman- 
dering”, two-thirds of the 
parliamentary seats (“Imagi- 
nary hobgoblins”, April 9th). In 
the British election of 2019 the 
Tories won 44% of the vote and 
56% of the seats, and in 1983. 
42% of the vote and 61% of the 
seats. Clearly Britain’s electoral 
system is more unfit for pur- 
pose than Hungary's, even 
without gerrymandering. 
MICHAEL SHIPMAN 

London » 


Help yourselves | 

The transition to self-service 
in retailing, of all kinds, not 
just for petrol, was one of the 
great wealth-creating engines 
of the 20th century. Walmart 


‘and IKEA owe their fortunes to 


the phenomenon of replacing 
paid shopworkers with cus- 
tomers whose labour (select- 
ing and picking goods) in their 
stores is free. This enhances 
their economies of scale. 

For those who study or 
obsess about fuel retailing 
(and there are thankfully, just a 
few of us), New Jersey's ban on 
motorists pumping their own 
gas has always been a charm- 
ing fossil (“To pump or not to 
pump?”, April16th). Smaller 
stations persist because, with 
smaller economies of scale, it 
makes sense for retailers to 
maintain more numerous 
smaller outlets rather than 
fewer, larger ones. Think of 
hairdressers. The same logic 
explains why there is no such 
thing as a vast “Hair Cuts R Us” 
outlet on the edge of town. 

The move to self-service 
petrol has been accompanied 
by a drastic reduction in the 
number of fuel courts in Amer- 
ica. In the 1960s there were- 
around 450,000 gas stations, 
nearly all full-serve. Today 
there are around 125,000 
despite the bigger fuel market. 
NICHOLAS HODSON 
Partner, PwC (retired, mostly) 
Salt Lake City 


Your correspondent really had : 
to go there and mention pork 


. rolls. Just to be clear, nothing 


can start a fight in New Jersey 
sooner than the mention of my 


The Economist April 30th 2022 


state’s pork-product naming 
convention. It is called pork 
roll in south Jersey and Taylor 


' ham in north Jersey. Our del- 


icious ham, egg and cheese on 
a roll or bagel can’t be found 
anywhere else in America. 
TIM O KEEFE 

Long Branch, New Jersey 


Manifold prefixes 

Johnson’s column on prefixes, 
such as tera- and nano-, 
mentioned that some people 
object to words that combine 
elements from different lan- 
guages (April 9th). We could 
tackle this objection by match- 
ing Old English prefixes with 
units that have English roots. 

For mega- and micro- there 
are the nicely matched words 
for large and small, mycel- 
and lytel-, as in mycelwatt 
and lytelfoot. 

As for giga- and tera-, the 
Anglo-Saxons seem to have 
been fascinated by giants and 
monsters. I recommend ent- 
and aglac-, as in entapound 
and aglacyard. Ents were said 
to be giants, credited with 
building impressive Roman 
ruins. And Grendel’s mother in 
“Beowulf” is described, rather 
gallantly, as “ides aglacwif’, 
lady monster-woman. 

ROY WHITE 
St Paul, Minnesota 


Time is an illusion 

The gulf between Henri 
Bergson’s and Albert Einstein’s 
theories of time can be recon- 
ciled by the thinking of yet 
another 2oth-century genius 
(“Time v the machine”, April 
9th). Douglas Adams concoct- 
ed the hitch-hiking “wave 
harmonic theory of historical 
perception”. It states that 
“history is an illusion caused 
by the passage of time, and 
that time is an illusion caused 
by the passage of history.” 
SIMON GOLDMAN 

Cambridge, Cambridgeshire 


Letters are welcome and should be 
addressed to the Editor at o 
The Economist, The Adelphi Building, 
1-1 John Adam Street, London WC2N 6HT 
Email: letters@economist.com A 
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Sorrows in battalions 


How deep does the rot revealed by the botched invasion of Ukraine go? 


HE JOB of organising NATO’s biggest 
To exercise since the cold war 
kept Admiral James Foggo, then the com- 
mander of American naval forces in Eu- 
rope and Africa, busy in the summer of 
2018. Trident Juncture was to gather 50,000 
personnel, 250 aircraft and 65 warships in 
the European Arctic in October. As logisti- 
cally taxing as that sounds, it was small fry 
compared with what Russia was planning 
in Siberia in September. The Vostok exer- 
cises would be the biggest since the Soviet 
Union’s mammoth Zapad drills of 1981, 
boasted Sergei Shoigu, Russia’s defence 
minister: they would involve 300,000 
troops, 1,000 aircraft and 80 warships. 

This was a huge feat. “It was a big lift for 
us to get 50,000 people in the field,” re- 
called Admiral Foggo recently. “How did 
they do that?” The answer, he eventually 
realised, was that they did not do it. Acom- 
pany of troops (150 at most) at Vostok was 
counted as a battalion or even a regiment 
(closer to 1,000). Single warships were 
passed off as whole squadrons. This chica- 
. nery might have been a warning sign that 
not everything was as it seemed in the Rus- 


sian armed forces, even before they got 
bogged down in the suburbs of Kyiv. 
“Its not a professional army out there,” 


. Said Admiral Foggo. “It looks like a bunch 


of undisciplined rabble.” Since they invad- 
ed Ukraine on February 24th, Russian forc- 
es have succeeded in capturing just one big 
city, Kherson, along with the ruins of Mari- 
upol and chunks of Donbas, the eastern in- 
dustrial region that they partially occupied 
in 2014 and now hope to conquer in its en- 
tirety. That meagre haul has come at the 
cost of 15,000 dead Russian soldiers, ac- 
cording to a recent British estimate, ex- 
ceeding in two months the Soviet losses in 
a decade of war in Afghanistan. The inva- 
sion has clearly been a fiasco, but how ac- 
curate a reflection of Russia’s military ca- 
pabilities is it, astonished Western gener- 
als wonder? | 

On the eve of war, Russia’s invasion 
force was considered formidable. Ameri- 
can intelligence agencies reckoned that 
Kyiv would fall in days. Some European of- 
ficials thought it might just hold out for a 
few weeks. No one thought that the city 
would be welcoming such dignitaries as 


Antony Blinken and Lloyd Austin, Ameri- 
ca’s secretaries of state and defence respec- 
tively, two months after the fighting start- 
ed. The belief was that Russia would do to 
Ukraine what America had done to Iraq in 
1991: shock and awe it into submission ina 
swift, decisive campaign. 

This belief was based on the assump- 
tion that Russia had undertaken the same 
sort of root-and-branch military reform 
that America underwent in the 18-year per- 
iod between its defeat in Vietnam and its 
victory in the first Gulf war. In 2008 a war 
with Georgia, a country of fewer than 4m 
people, though successful in the end, had 
exposed the Russian army’s shortcomings. 
Russia fielded obsolete equipment, strug- 
gled to find Georgian artillery and botched 
its command and control. At one stage, 
Russia's general staff allegedly could not 
reach the defence minister for ten hours. 
“It is impossible to not notice a certain gap 
between theory and practice,” acknowl- 
edged Russia’s army chief at the time. To 
close that gap, the armed forces were 
slashed in size and spruced up. 


Ambition in spades 

Russian military expenditure, when mea- 
sured properly—that is, in exchange rates 
adjusted for purchasing power—almost 
doubled between 2008 and 2021, rising to 
over $250bn, about triple the level of Brit- 
ain or France (see charts on next page). 
Around 600 new planes, 840 helicopters 
and 2,300 drones were added to the arsenal 
between 2010 and 2020. New tanks and 
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_» missiles were flaunted at parades in Mos- 
cow. Russia tested new tactics and equip- 


ment in Donbas, after its first invasion of 
Ukraine in 2014, and in its campaign to 
prop up Bashar al-Assad, Syria’s dictator, 
the following year. 

A retired European general says that 
watching this new model army fail re- 
minds him of visiting East Germany and 
Poland after the end of the cold war, and 
seeing the enemy up close. “We realised 


how shite the 3rd Shock Army was,” he 


says, referring to a much-vaunted Soviet 
formation based in Magdeburg. “We've 
again allowed ourselves to be taken in by 
some of the propaganda that they put our 
way.” Russia’s army was known to have 
problems, says Petr Pavel, a retired Czech 
general who chaired NATO’s military com- 
mittee in 2015-18, “but the scope of these 
came as a surprise to many, including my- 


self—I believed that the Russians had 


learnt their lessons.” . 

The charitable interpretation is that the 
Russian army has been hobbled in Ukraine 
less by its own deficiencies than by Mr Pu- 

tins delusions. His insistence on plotting 
the war in secrecy complicated military 
planning. The FsB, a successor to the KGB, 
told him that Ukraine was riddled with 
Russian agents and would quickly fold. 
That probably spurred the foolish decision 
to start the war by sending lightly armed 
paratroopers to seize an airport on the out- 
skirts of Kyiv and lone columns of armour 
to advance into the city of Kharkiv, causing 
heavy casualties to elite units. - 


Yet, this coup de main having fizzled, the 
army then chose to plough into the second 
largest country in Europe from several di- 
rections, splitting 120 or so battalion tacti- 
cal groups (BTGS) into lots of ineffective 
and isolated forces. Bad tactics then com- 
pounded bad strategy: armour, infantry 
and artillery fought their own disconnect- 
ed campaigns. Tanks that should have 
been protected by infantry on foot instead 
roamed alone, only to be picked off in Uk- 
tainian ambushes. Artillery, the mainstay 


of the Russian army since tsarist times, 


though directed with ferocity at cities such 
as Kharkiv and Mariupol, could not break 
through Ukrainian lines around Kyiv. 


. Problems in profusion 


In recent weeks officials and experts have 
debated the causes of Russian failure. 
Some have drawn comparisons to the col- 
lapse of the French army in 1940. But the 
analogy is not apt, says Christopher 
Dougherty, a former planner for the Penta- 
gon. “France failed because it followed bad 
doctrine,” he says. “Russia’s failing in part 
because it’s not following its doctrine, or 
basic principles of war.” 

Inexperience is part of the problem. As 
the historian Michael Howard once noted, 
the expertise a military officer hones “is al- 
most unique in that he may only have to 
exercise it once in a lifetime, if indeed that 
often. It is as if a surgeon had to practise 
throughout his life on dummies for one 
real operation.” America has been wielding 
the scalpel nearly continuously since the 
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Russian forces in eastern Ukraine are 
slowly advancing out of Izyum, towards 
the towns of Slovyansk and Kramatorsk. 
But Western officials say that Ukraine 

is immediately counter-attacking each 
time Russia captures a village. 


Ukrainian territory 
- annexed by Russia 


20.6% 


Share of Ukraine occupied by Russia as 
of April 23rd Source: theukrainemap.com 


end of the cold war, in Iraq, the Balkans, Af- 
ghanistan, Libya, Syria and so on. Russia 
has not fought a war of this magnitude 
against an organised army since seizing 
Manchuria from Japan in 1945. 

Things it could do in smaller wars, in 
Donbas and Syria—such as using electron- 
ic sensors on drones to feed back targets 
for artillery—have proved harder on a larg- 
er scale. And things that appeared easy in 
America’s wars, such as wiping out an ene- 
my’s air defences, are actually quite hard. 
Russia’s air force is flying several hundred 
sorties a day, but it is still struggling to 
track and hit moving targets, and remains 
heavily reliant on unguided or “dumb” 
bombs that can be dropped accurately only 
at low altitudes, exposing its planes to an- 
ti-aircraft fire. : 

All armies make mistakes. Some make 
more than others. The distinguishing fea- 
ture of good armies is that they learn from 
their mistakes rapidly. In abandoning Kyiv, 
focusing on Donbas and putting a single 
general, Alexander Dvornikov, in charge of 
a cacophonous campaign, Russia is belat- 
edly showing signs of adaptation. In early 
April a Western official, when asked 
whether Russia was improving tactically, 
observed that armoured columns were still 
being sent unsupported and in single file 
into Ukrainian-held territory—a suicidal 
manoeuvre. On April 27th another official 
said that Russian forces in Donbas ap- 
peared unwilling, or unable, to advance in 
heavy rain. 

In part, Russia’s woes are down to 


Russian casualties 


Britain’s defence minister says that 

a quarter of Russia’s initial invasion 
force is out of action, and that 15,000 
Russian personnel have died. American 
officials say the toll is lower; Ukraine 
says it is higher. 3 


> Ukraine’s heroic resistance, buoyed by a 
torrent of Western weaponry and intelli- 
gence. “But just as much credit for the shat- 
tering of Russian illusions lies in a phe- 
nomenon long known to military sociolo- 
gists,” writes Eliot Cohen of Johns Hopkins 
University, “that armies, by and large, re- 


flect the qualities of the societies from | 


which they emerge.” Russia's state, says Mr 
Cohen, “rests on corruption, lies, lawless- 
ness and coercion”. Each one has been laid 
bare by Russia’s army in this war. 

“They put a lot of money into modern- 
isation,” says General Pavel. “But a lot of 
this money was lost in the process.” Cor- 
ruption surely helps explain why Russian 
vehicles were equipped with cheap Chi- 
nese tyres, and thus found themselves 
stuck in the Ukrainian mud. It may also ex- 
plain why so many Russian units found 
themselves without encrypted radios and 
were forced to rely on insecure civilian 
substitutes or even Ukrainian mobile 
phone networks. That, in turn, may well 
have contributed to the war’s toll on Rus- 
Sian generals (Ukraine claims to have 
killed.ten of them), since their communi- 
cations at the front line would have been 
easier to intercept. 

Yet corruption cannot be the whole sto- 
_ ry. Ukraine is also corrupt, and not much 
less so than Russia: they sit respectively in 
122nd and 136th position on the Corruption 
Perceptions Index published by Transpa- 
rency International, a pressure group. 
What really distinguishes the two is fight- 
ing spirit. Ukrainian soldiers are battling 


Estimated Russian soldiers killed in battle 


Soviet-Afghan war 1979-89 14,453 


First Chechen war 1994-6 Riolo) 
Second Chechen war 1999-2009 14,000 (Estimate to 2005) 


Russia-Ukraine war Feb-Apr 2022 15,000 (UK gov't estimate) 


for the survival of their country. Many Rus- 
sian ones did not even know they were go- 
ing to war until they were ordered over the 
border. A European intelligence official 
says that conscripts—whom Mr Putin has 
repeatedly and publicly promised not to 
send to war—have resisted pressure to sign 
contracts that would turn them into pro- 
fessional soldiers; others have refused to 
serve outright. The official says that units 
affected include the 106th Guards Airborne 
Division and its 51st Guards Parachute Reg- 


iment, which are part of the notionally ` 


elite vDv airborne forces, and the 423rd 
Motorised Rifle Regiment, part of an im- 
portant tank division. 


Difficulties in droves 

Ill-trained and poorly motivated soldiers 
are a liability in any conflict; they are espe- 
Cially unsuited to the complexities of mod- 
ern combined-arms warfare, which re- 
quires tanks, infantry, artillery and air 
power to work in synchrony. To attempt 
such daunting co-ordination in Ukraine 
with sullen teenagers, press-ganged into 
service, fed expired rations and equipped 
with badly maintained vehicles was the 
height of optimism. 

Such a task requires, at the very least, 
sound leadership. And that too is in short 
supply. Non-commissioned officers—se- 
nior enlisted men who train and supervise 


-soldiers—are the backbone of NATO’s 
armed forces. Russia does not have a com- ° 


parable cadre. There are “too many colo- 
nels and. not enough corporals”, says a 


| Russia's spending on defence 


Russia’s defence spending is often 
estimated to be $66bn, lower than 
Britain’s or India’s. A more accurate 
figure, taking account of the cost of living 
in Russia, is $253bn. Embezzlement, 
however, is thought to be widespread. 


European defence official. Staff training is 
rigid and outdated, he says, obsessed with 
the second world war and with little atten- 
tion paid to newer conflicts. That may ex- 
plain why doctrine was thrown out of the | 
window. Manoeuvres that seemed easy at 
Vostok and other stage-managed exercises 
proved harder to reproduce under fire and 
far from home. 

To the extent that Russian officers have 
studied their military history, they appear: 
to have imbibed the worst lessons of the 
Afghan, Chechen and Syrian wars. During 
their occupation of northern Ukraine, Rus- 
sian soldiers not only drank heavily and 
looted homes and shops, but murdered 
large numbers of civilians. Some have been 
rewarded for it. On April 18th the 64th Mo- 
torised Infantry Brigade, accused of massa- 
cring civilians in Bucha, was decorated by 
Mr Putin for its “mass heroism and cour- 
age” and accorded the honour of becoming 
a “Guards” unit. 

Wal crimes are not always irrational. 
They can serve a political purpose, such as 
terrorising the population into submis- 


_ Sion. Nor are they incompatible with mili- 


tary prowess: Nazi Germany’s Wehrmacht 
was good at both fighting and murdering. 
But brutality can also be counterproduc- 
tive, inspiring the enemy to fight tena- 


ciously rather than surrender and risk be- 


ing killed anyway. | | 
The savagery and confusion of Russia’s 
forces in Ukraine is consistent with their 
recent conduct in Syria. Their bombing of 
Ukrainian hospitals echoes their bom- >> 


564 


Russian tanks known to have been destroyed, 
abandoned or captured Source: Oryx 


b bardment of Syrian health facilities. By the 

same token, Israeli military officers who 
watched the Russian air force in Syria 
closely came away surprised by its strug- 
gles with air defence, target acquisition 
and high-tempo sorties. At one stage they 
thought Syrian involvement in air opera- 
tions was the only. plausible explanation 
for such a low level of professionalism. 

In the end they concluded that Russia 
lacked the training, doctrine and experi- 
ence to make the most of its advanced war- 
planes. Israeli military pilots were struck, 
both on combat tours and during their day 
jobs as airline pilots, by Russia’s crude ap- 
proach to electronic warfare, which in- 
volved blocking Gps signals over vast 
swathes of the eastern Mediterranean, 
sometimes for weeks at a time. When Rus- 
sia’s invasion of Ukraine became bogged 
down, Israeli analysts realised that Rus- 
sian ground forces were afflicted by many 
of the same problems. 

Some of Russia’s friends appear to be 
drawing the same lesson. Syed Ata Has- 
nain, a retired Indian general who once 
commanded India’s forces in Kashmir, 
notes “Russian incompetence in the field’, 
rooted in “hubris and reluctance to follow 


- time-tested military basics”. A group of re- 


tired Indian diplomats and generals affili- 
ated with the Vivekananda International 
Foundation, a nationalist think-tank close 
to the Indian government, recently dis- 
cussed Russia’s “visible and abject lack of 
preparation” and “severe logistical incom- 
petence”. The fact that India is the biggest 
buyer of Russian arms lent their conclu- 
sion particular weight: “the quality of Rus- 
sian technology previously thought to be 
superlative .is increasingly being ques- 
tioned”—though Ukraine, of course, uses 
much of the same equipment. 


A similar process of reassessment is | 


Logistics a la Russe 


now under way in Western armed forces. 
One camp argues that the Russian threat to 
NATO is not as great as was feared. “The rep- 
utation of the Russian military has been 


battered and will take a generation to re- 


cover,” reads arecent assessment by a NATO 
government. “It has proven to be worth 
less than the sum of its parts in a modern, 
complex battlespace.” But another school 
of thought cautions against hasty judg- 
ments. It is too early to draw sweeping les- 
sons, a senior NATO Official warns, with the 
war still raging and both sides adapting. 

If one of Russia’s errors was to draw 
false confidence from its success in seizing 
Crimea from Ukraine in 2014 and averting 


the fall of the Assad regime in Syria in 2015, » 


the argument runs, there is a similar risk 


that Russia’s foes might infer too much 


from the current shambles in Ukraine. Mi- 
chael Kofman of CNA, a think-tank, ac- 
knowledges that he and other experts 


“overestimated the impact of reforms...and . 


underestimated the rot under Shoigu’”. But 
context is everything, he notes. In recent 
years the scenarios that have preoccupied 
NATO planners have not been wars on the 
scale of the current one, but more modest 
and realistic, “bite and hold” operations, 
such as a Russian invasion of parts of the 
Baltic states or the seizure of islands such 
as Norway’s Svalbard. 

Wars like this could play out very differ- 
ently from the debacle in Ukraine. They 


. would start with a narrower front, involve 


fewer forces and place less strain on logis- 
tics, says Mr Kofman. Neither the Kremlin 
nor the Russian general staff would neces- 
sarily underestimate NATO in the way that 
they mistakenly dismissed the Ukrainian 
army. And if the Russian government was 
not trying to play down a future conflict as 
nothing more than a “special military op- 
eration”, as it has in Ukraine, it could mo- 


bilise reserves and conscripts in far greater 
numbers. Many crucial Russian capabili- 
ties, such as anti-satellite weapons and ad- 
vanced submarines, are not known to have 
been tested in Ukraine at all. 

Geography is important, too. While 
Russian. logistics are “eerily reminiscent” 


_of the old Soviet army, says Ronald Ti, a 


military logistician who lectures at the Bal- 
tic Defence College in Estonia, their depen- 
dence on railways would be less of a pro- 
blem in an attack on the Baltic states. “A fait © 
accompli operation where they bite off a 
chunk of Estonian territory is well within 
their capabilities,” says Dr Ti, “because 
they can quite easily supply that from rail- — 
heads.” (Whether the Russian air force, its 
inexperience and frailties now exposed, 
could protect those railheads from NATO 

air strikes is another matter.) 


Lessons in abundance 
Mr Kofman believes the question of “how . 
much of this war is a bad army, which in 
important ways it clearly is, and how much 
is a truly terrible plan” has not yet been an- 
swered. And yet answering it is essential. 
In a seminal paper in 1995, James Fearon, a 
political scientist at Stanford University in 
California, argued that costly and destruc- 
tive wars that rational governments would 
prefer to avert through negotiation can 
nonetheless still occur owing to miscalcu- 
lations about the other side’s capabilities. 
In theory, a war-averting peace deal would 
reflect the relative power of the two poten- 
tial belligerents. But the two sides can fail 
to reach such a bargain because that rela- 
tive power is not always obvious. 

“Leaders know things about their mili- 
tary capabilities and willingness to fight 
that other states do not know,’ wrote Mr 
Fearon, “and in bargaining situations they 
can have incentives to misrepresent such 
private information in order to gain a bet- 
ter deal.” That helps explain why Russia so 
wildly inflated its supposed prowess in the 
Vostok exercises. And it can work. “I sus- 
pect many of us were taken in by Victory 
Day parades that showed us all of the smart 
bits of kit,” says the European general. 

The battle for Donbas will not entirely 
settle this debate. A Russian army that pre- 
vails in a war of attrition through sheer 
firepower and mass would still be a far cry 
from the nimble, high-tech force adver- 
tised over the past decade. More likely is 
that Russia’s plodding forces will exhaust 
themselves long before they achieve their 
objectives in southern and eastern Uk- 
raine, let alone before mounting another 
attempt on Kyiv. The world’s military plan- 
ners will be watching not just how far Rus- 
sia gets in the weeks ahead, but also what 
that says about its forces’ resilience, adapt- 
ability and leadership. Like a knife pushed 
into old wood, the progress of the cam- 
paign will reveal how deep the rot runs. E 


Signs of the times in the Keystone State 


HARRISBURG, PENNSYLVANIA 


Both sides’ primary campaigns provide pointers to the future of American politics 


HE POLITICAL carnival of the Senate 
To season in Pennsylvania—fea- 
turing a bald, tattooed giant with a billy- 
goat beard, a celebrity talk-show host anda 
hedge-fund executive who recently de- 
camped from Connecticut—is settling into 
an intriguing pattern. The Republican can- 
didates are doing what Republicans do 
now: panicking about the woke left and 
rhapsodising about Donald Trump. But the 
Democrats, rather than trying to excite 
their own base by espousing progressive 
causes, are edging towards the centre. 

“I wouldn't categorise myself as pro- 
- gressive,” John Fetterman, the Democratic 
front-runner and, at just over two metres, 
the giant, told CNN on April 21st, even as 
the Philadelphia Inquirer described him on 
its website as “an unabashed progressi- 
ve”. The Democrats are competing instead 
over who will prove most electable state- 
wide this autumn. It is a sign of the focus 
with which the candidates are approach- 
ing the race, one of few across the country 
-where Democrats have a chance to gain a 


Senate seat. And, in a large swing state that 
will be crucial to the presidential contest 
in 2024, it may also reflect a broader return 
to pragmatism by the party, which has 
found itself to the left of most voters na- 
tionally on issues from crime to spending 
to immigration. 

When the three Democratic candidates 
faced one another in debate for the first 
time, on April 21st, they seemed easy to tell 
apart. To Mr Fetterman’s right (physically 
and, at least until recently, politically) was 
Conor Lamb, a congressman from Pitts- 
burgh who might have been assembled 
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from a make-a-centrist kit: white and mild, 
a former marine and prosecutor without a 
hair or word out of place. To Mr Fetterman’s 
left was Malcolm Kenyatta, a state repre- 
sentative who is from Pennsylvania’s other 
Democratic stronghold, Philadelphia, and 


. seemingly unpacked from the progressive 


box: black, gay and 31 years old, with warm 
charisma and a compelling autobiography 
of working-class struggle. 

Yet on policy the three could be hard to 
distinguish as they spoke of raising the 
minimum wage, reducing gun violence 
and combating inflation. Both Mr Fetter- 
man and Mr Lamb said they opposed Presi- 
dent Joe Biden’s decision to revoke Title 42, 
a sweeping immigration restriction im- 
posed by Donald Trump and hated by pro- 
gressives. Yet even Mr Kenyatta was quick 
to say Mr Biden’s move should be part of 
“comprehensive immigration reform”, 
suggesting he also felt Mr Biden should 
have a better plan to deal with an influx of 
migrants, a prospect alarming Democrats 
in competitive races around the country. 

The more raucous Republican race has 
been dominated by Dr Mehmet Oz, the 
talk-show host, and David McCormick, the 
former hedge-fund boss, who has startled 
ex-colleagues at Bridgewater Associates by 
embracing Mr Trump’s anti-immigration, 
anti-China politics. A respecter of televi- 
sion celebrity, Mr Trump has endorsed Dr 


- Oz, who is pounding Mr McCormick inad- 


vertisements as “a finance bro” who in- 


ee LUE UNNI 


> vested in China “even after they gave us co- 
vid”. Ads supporting Mr McCormick have 
mined Dr Oz’s Tv archive for clips of him 
appearing with Michelle Obama, inter- 
viewing a transgender child and kissing 
his own star on Hollywood Boulevard. 

When the five Republican candidates 
debated in Harrisburg on April 25th, only 
one, Jeff Bartos, a businessman, commit- 
ted the heresy of implying the party should 
move on from contesting the legitimacy of 
the 2020 election. They bickered over who 
had authentic ties to Pennsylvania (Dr Ozis 
a longtime New Jersey resident) and to Mr 
Trump. “I’m not going to be out-Pennsyvla- 
nian’ed or out-America-first by anybody 
on this stage,” Mr McCormick said. 

With the primary election less than 
three weeks away, on May 17th, the Repub- 
lican race is a toss-up between Dr Oz and 
Mr McCormick. But Mr Fetterman is far 
ahead of his competitors in the polls and in 
fundraising. The Harvard-educated son of 
an insurance executive, he served for 13 
years as mayor of Braddock, a tiny Pitts- 
burgh suburb impoverished by the col- 
lapse of the steel industry. As mayor he tat- 
tooed one arm with the dates of nine mur- 
ders during his tenure and built a national 
profile as an apostle of urban revival. 

After a first unsuccessful bid for the 
Senate in 2016, Mr Fetterman won the 
largely ceremonial post of lieutenant go- 
vernor in 2018 and in 2020 further en- 
hanced his statewide and national image 
among Democrats by defending the integ- 
rity of the state’s vote; even his dogs, Levi 
and Artie, have more than 25,000 Twitter 
followers. Profiles of Mr Fetterman in the 
national press inevitably emphasise his 
preference for shorts and Carhartt outer- 
wear instead of suits. GQ, a fashion maga- 
zine, declared him “nothing less than an 
American taste god”. 

To some Pennsylvania insiders, Mr Fet- 
terman’s style smacks of gimmick and 
even privilege, a disrespect to voters that 
only a white man could get away with. But 
there is no doubting his appeal to Demo- 
crats, particularly in the white enclaves of 
western and central Pennsylvania where 
he has mostly campaigned. He manages to 
appear at once unconventional and safe. 

During the debate, Mr Fetterman 
looked ill at ease in a suit that was baggy 
even on his frame. His opponents con- 


firmed his front-runner status by attacking - 


him, and Mr Fetterman, frowning and fur- 
rowing his brow, seemed poorly prepared 
to explain himself or his policies. “You 
know it when you see it,” he replied, when 
asked to define what level of wealth merit- 
ed higher taxation. His wardrobe may be 
ready for the general-election campaign, 
but his policies might yet benefit from 
some refinement. In this and other impor- 
tant ways, America’s political future is 
playing out in Pennsylvania. E 


DeSantis v Disney 


Frozen 


The politics behind the governor of 
Florida’s spat with a media juggernaut 


N APRIL 22ND Disney released its latest 
film, “Polar Bear’, timed with Earth 
Day. The documentary tracks the life of a 


female polar bear trying to raise cubs in the 


Arctic. The film’s debut coincided with 
Disney’s relationship with Florida’s lead- 
ers reaching a new, frigid low. The same 
day Ron DeSantis, Florida’s governor, 
signed two bills taking aim at the enter- 
tainment company, a large employer in the 
state. The feud is revealing about Florida’s, 
and the country’s, political direction. 

In this spring’s legislative session in 
Tallahassee, Republican lawmakers priori- 
tised social issues. A new law restricts con- 
versations about sexuality and gender ori- 
entation among young children in public- 
school classrooms and enables parents to 
sue school districts if they believe these 
provisions are violated. Some of Disney's 
employees objected and urged the compa- 


ny to use its presence and power in Florida.. 


The firm’s boss, Bob Chapek, publicly op- 
posed the bill, which supporters call the 


“Parental Rights in Education” billand crit- 


ics have dubbed “Don’t Say Gay”. 

Mr Chapek’s move prompted Mr DeSan- 
tis to retaliate against “woke” Disney, 
which his office accused of turning a blind 
eye to human-rights abuses in China while 


picking a fight in Florida. The reprisal was 


two-fold. One new law eliminates a carve- 
out the legislature had granted “theme 
parks” last year in a bill that holds social- 
media firms responsible for deplatforming 
users. Another eliminates Disney’s “spe- 
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cial district”, which has enabled it to oper- 
ate autonomously, with government-like 
powers, since 1967. This includes owning 
its own utilities, investing in emergency 
services and regulating safety and sanitary 
codes. Some fear this will place a burden | 
on Orange and Osceola Counties. More 
likely, lawmakers will pass new legisla- 
tion, so that the change will not come ata 
financial cost to nearby residents. 

The spat points to two things worth 
watching in politics. One is Mr DeSantis’s 
ambition. In less than four years he has 
transitioned from a little-known congress- 
man, who won Florida’s governorship by 
just over 30,000 votes thanks to a surprise 


endorsement from Donald Trump, into a 


perceived superstar in right-wing circles. 
Mr DeSantis is up for re-election this year 
and has used the Disney row to elevate his 
national profile, linking himself to one of 
the world’s most famous entertainment 
brands (even if as an opponent). 

Until recently it was widely believed Mr 
DeSantis would not run for president in 
2024 if Mr Trump did. Some who know the 
governor no longer think that remains the 
case. His momentum is such that he might 
be willing to challenge his original endors- 
er (and fellow Florida resident). At fund- 
raisers one of the most frequent questions 
attendees ask is when he is going to an- 
nounce his run for the White House. 

The second political current that the 
Disney-DeSantis row points to is how cor- 
porate America can no longer depend on 
either party for defence. Republicans, who 
used to be the party that would reliably 
stand up- for business interests, are 
increasingly populist and willing to slam 
big firms: witness their repeated attacks on 
big tech (a frequent target of Mr DeSantis). 
Erstwhile darlings like Disney, which have 
offered economic and political sustenance 
to Florida, can no longer count on pape 
being resolved amicably. : 

The irony is that Mr DeSantis has posi- 
tioned Florida as a “pro-business” state, so 
in this respect his sparring with Disney is 
awkward. Might it affect firms’ willingness 
to relocate to the state? Many people in the 
business world see that as unlikely, be- 
cause they understand what is really moti- 
vating the governor: a run for the presiden- 
cy in 2024. If he were more serious about 
punishing Disney, he might have targeted 
the roughly $580m in credits to reduce 
state income taxes that Florida offered Dis- 
ney in return for moving jobs to the state. 

Disney has told its investors that a pro- 
vision in the statute prevents lawmakers 
from changing the special district without 
bonds being paid off first. “I think there 


- will bea deal cut that lets each of them save 


face,” predicts Susan MacManus, a Florida- 
watcher at the University of South Florida. 
It wouldn't be your usual Disney story if it 
didn’t have a happy ending. m- 


ae and freedom 
An almighty win? 


NEW YORK 
The Supreme Court is poised to side 
with a praying football coach 


MERICAS CONSTITUTION promises the 

“free exercise” of religion; it also pro- 
hibits religious “establishment”. Recently 
the Supreme Court has been strengthening 
the first guarantee—a right to live one’s 
faith free from government meddling— 
while chipping away at the wall separating 


church from state. The divergent trend- 


lines of these First Amendment guarantees 
are unlikely to converge in the case of Jo- 
seph Kennedy, a devout Christian Ameri- 
can-football coach who was suspended for 
praying after games in Washington state. 
Kennedy v Bremerton School District, the 
first case involving prayer and public 
schools to reach the high court since 2000, 


is messy. The Supreme Court typically de- - 


cides on the law, not the facts; ascertaining 
facts is the district court’s job. But on April 
25th factual disputes about what exactly 
Mr Kennedy did and why he was suspend- 
ed took centre stage in the oral argument. 
Paul Clement, the lawyer for Mr Kenne- 
dy, claimed his client lost his job for priv- 
ate, “fleeting” prayers conducted by him- 
self on the 50-yard line after two games in 
October 2015. Richard Katskee, represent- 
ing the school board, told a different story: 
Mr Kennedy had been praying with stu- 
dents since he started coaching in 2008. 
Teachers and coaches can of course have 
“quiet prayers by themselves at work even 
if students can see”, Mr Katskee said, but 
Mr Kennedy made himself “the centre of 
attention” during many midfield supplica- 
tions and “pressured” students to pray. 
Justice Stephen Breyer laid out what he 
took to be six facts. These included an un- 


answered letter the district sent Mr Kenne- 


dy proposing accommodations for him to 
pray less demonstratively. Mr Clement as- 
sented to those, but said there were “lots of 
other facts that are in the record that I 
think are highly relevant”. 

Justice Samuel Alito urged Mr Katskee 

o “forget about all of the complicated facts 
in this case” and ponder whether a football 
coach praying, without inviting or exclud- 
ing anyone, risked establishing religion. 
Chief Justice John Roberts asked whether, 
if Mr Kennedy’s politicisation of the issue 
by inviting legislators to pray with him was 
taken “off the table”, his actions would be 
kosher in the school board’s eyes. 

In building its case against Mr Kennedy, 
the school board had relied on the “en- 
dorsement test”, a standard first used by 
Justice Sandra Day O'Connor in 1984 
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whereby a constitutional violation occurs 
when a “reasonable observer” finds the 
government’s imprimatur on religious ex- 
pression. It has fallen out of favour among 
the justices. As a lower-court judge in 2010, 
Neil Gorsuch said it was “far from clear” 
the test remained an appropriate measure. 

Recognising this, Mr Katskee sought to 
characterise the prayers as “coercive’—a 
test the conservative justices are less sus- 


picious of. But Justice Brett Kavanaugh pre- 


sented the concerns in Kennedy as a depar- 
ture from precedent. In contrast to the reli- 
gious invocations at public-school gradua- 
tions that the court found coercive in Lee v 
Weisman in 1992, he said, Kennedy involves 
only “subtle” or “implicit” pressure. 

The links between Lee and Kennedy are 


stronger than Justice Kavanaugh lets on: 
both ask whether youngsters will feel 
pushed to take part in religious rituals they 
don’t believe in. And there’s an extra incen- 
tive for athletes, as one former Bremerton 
student attests. Staying on the coach’s 
good side is crucial for those who want 
playing time. Participation in the prayer 
circles, the student said, is “expected”. 
Four justices signalled support for Mr 
Kennedy when the case first came to the 
Supreme Court in 2019. This week one or 
two more—Justice Amy Coney Barrett and 
Chief Justice Roberts—sounded inclined to 
join that quartet in pooh-poohing religion- 
state separation in favour of free religious 
exercise. Mr Kennedy’s chances of redemp-. 
tion seem high. m : 


m 


Hawaii 


Pacific pain from Ukraine | 


HONOLULU 


The Aloha State is hit especially hard by the oil shock 


ARELY VISIBLE a mile off the south- 
Breten tip of Oahu, an oil tanker floats 
lazily in the gentle surf. Squinting from 
shore, an eagle-eyed observer can spot a 
small yellow metal platform in its shadow, 
hooked like an intravenous bag to the ves- 
sel by a series of tubes. It is here that the 
tanker’s contents are piped undersea and 
onto shore, and into the sprawling Kapolei 
complex. Operated by Par Hawaii, it is the 
only oil refinery in Hawaii, converting 
crude oil into refined products dispatched 
to the other islands to power cars, homes 
and planes. It is the beating heart of the 
state’s oil-dependenteconomy. 

With oil prices pushed up by the war in 
Ukraine, and an American ban on imports 
from Russia, Hawaii’s reliance on oil is 
putting pressure on its economy. Despite 
improving energy efficiency and progress 
with renewables, big obstacles remain. In 
the meantime, Hawaiians are not finding 
much relief from the energy crunch. 

Among the 50 states, Hawaii is the most 
-reliant on oil, which accounts for over 85% 
of its energy needs (see chart), compared 
with 56% for the second-most dependent, 
Vermont. As in the rest of the country, pet- 
rol powers ground transport. But most 
states use almost no oil to produce elec- 
tricity, whereas it supplies more than 66% 
of Hawaii’s. It is also critical for the jet fuel 
that Hawaiians rely on to travel from island 
to island, and to the American mainland. 
When oil prices climbed above $100 a bar- 
rel in the 2000s, Hawaii was among the 
hardest-hit states. The same is true today. 


Most of Hawaii's oil is imported—usu- - 


ally about a third of it from Russia. Par Ha- 
waii announced on March 4th (four days 
before President Joe Biden declared a na- 
tional ban) that it would cease importing 
the stuff from Russia, and would find alter- 


native sources from North and South 


America. “We do not anticipate this deci- 
sion will have a meaningful impact on the 
prices paid by Hawaii consumers,” says Er- 
ic Wright, the firm’s president. 


Target practice 

It may still be painful. The state has the 
second-highest petrol prices in America, 
behind only California, and the highest 
electricity prices. Hawaiian Electric, its 
major utility, warned customers in March 
that electricity bills could rise by 10% on 
Oahu, 20% on Maui and Hawaii Island, and 
25% on the poorer island of Molokai. 


Energy consumpti on by source, 2019, % of total 


32.1 


This reliance on oil has long motivated 
efforts at diversification. A state law 
passed in 2015 mandates 100% clean ener- 
gy in electricity by 2045, the first such goal 
set by an American state, building on tar- 
gets established in 2007. “Because of the 
actions we have taken since 2007, things 
are not nearly as bad as they might have 
been,” says Scott Glenn, the state’s chief 
energy officer. Hawaii is blessed with regu- 
lar sunshine and winds, as well as the po- 
tential for geothermal energy on Maui and 
Hawaii Island. The Aloha State now has the 
second-highest number of electric vehi- 
cles per head in America, and it has by far 


-the greatest penetration of rooftop solar in 


the country. 
‘Weaning itself off oil, however, is not 
simple. Each of Hawaii’s inhabited islands 


has its own electric grid, in effect giving 


the state six different energy systems. Kau- 
ai sources almost 70% of its electricity 
from renewable energy, the highest share 
of any island, thanks to its ample land for 
large projects. Hawaii Island can tap geo- 
thermal for 30% of its electricity, thanks to . 
its volcanic activity. The populous Oahu, 
on the other hand, draws just one-third of 
its electricity from renewable energy, 
much of it through rooftop solar. 

An integrated grid would make the 
state’s whole system more efficient and re- 
silient. But Hawaii is also handicapped by 
political constraints. Its constitution re- 
quires that any nuclear project be subject 
to a two-thirds vote in both chambers of 
the legislature, an obstacle many liken to 
an effective ban. Rules written to protect 
Hawaii’s natural environment hinder re- 
newable-energy projects, lest wind tur- 
bines interfere with migratory birds or 
hydropower displace a rare species. 

Fights over land use, meanwhile, pit en- 
vironmentalists and local communities 
against one another. The planet is in “a mo- 
ment of extreme trade-offs, and the discus- 
sion over land use is no exception,’ says 
Melissa Miyashiro, the executive director 


of the Blue Planet Foundation, alocal advo- 


cacy organisation. 
In some ways, Hawaii is well placed to 
weather the storm in global oil markets. 


‘Hawaiians are used to paying a premium. 


The state has a bipartisan tradition of envi- 
ronmentalism—in the mid-2000s it was a 
Republican governor, Linda Lingle, who 
helped put Hawaii on the path to renew- 
able energy. Hawaii was the first state to set 
a net-negative emissions target. 

But achieving these ambitions will re- 
quire hard choices and heavy investment. 
The current governor, David Ige, has reject- 
ed calls for a state of emergency to acceler- 
ate the construction of renewable-energy 
projects, claiming that it would not add ca- 
pacity soon enough to make a difference. 
The Kapolei refinery, and high energy pric- 
es, may not be going away soon. E 
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Lexington | The new McCarthyism 


Kevin McCarthy’s latest act of bad faith has probably boosted his chance of becoming Speaker 


sees) REMOWALINC | 


Men POLITICIANS have a defining characteristic and Kevin 
McCarthy's is not really believing in anything. The House Re- 
publican leader is voluble and clubbable, a relentless glad-hander 
and supremely effective fund-raiser. Yet even among grateful Re- 


publican beneficiaries of his efforts, the coiffed Mr McCarthy is 


not known to hold firm views on any particular issue. 

Once ranked alongside the previous Republican Speaker, Paul 
Ryan, as a pro-business “Young Gun” conservative, he now rails 
against the Chamber of Commerce for “selling out’. Formerly as 
relaxed about abortion as most Californian politicos, Mr McCarthy 
these days claims to have been fiercely pro-life for ever. Since he 
emerged from the wilderness of Golden State Republican youth 
politics two decades ago, the affable congressman has taken dif- 
ferent sides of most big questions and, as the architect of no major 
policy, never threatened to settle any of them. 

Political opportunism is not uncommon, especially in today’s 
Republican Party. Mr McCarthy’s counterpart in the Senate, Mitch 
McConnell, could teach Machiavelli a trick or two. The principled 
views of Senator Ted Cruz might be listed on a postage stamp. The 
party's leading figure is Donald Trump. Yet Mr McCarthy’s fickle- 
ness stands out because of how clumsily he advertises it. He once 
acknowledged in a television interview that his party’s serial in- 
vestigations into Hillary Clinton’s imagined tie to a jihadist attack 
in Benghazi were a political stunt. He was taped joshing with Mr 
Ryan about Mr Trump’s slavish loyalty to Vladimir Putin despite 
having become one of the former president’s most sycophantic 
defenders. And it now transpires that his role in covering up Mr 
Trump's role in last year’s riot on Capitol Hill was even more dis- 
honest than was previously known. 

Mr McCarthy scuppered a bipartisan House investigation (that 
he had helped instigate) of the insurrection. He then turned vi- 
ciously on the only two Republicans, Liz Cheney and Adam Kinz- 
inger, who dared to co-operate with the Democrats’ alternative 
probe. This was despite the fact that he had himself initially ac- 
knowledged Mr Trump’s “responsibility” for the violence. Indeed, 
as the New York Times has now revealed he went so far as to tell a 
_ post-insurrection gathering of his House colleagues—including 


Ms Cheney—that the then president should resign and that he per- » 


sonally would tell him to do so. To Tucker Carlson of Fox N ews, he 
sounded “like an MSNBC contributor”. 

You might think Americans have nothing left to learn of Mr 
McCarthy’s hypocrisy. But this latest display is a big story in part 
because, with defeat looming for the Democrats in the mid-terms, 


-he looks odds-on to become the next House Speaker. It is also be- 


cause of how acutely the scandal speaks to the biggest source of 
journalistic frustration in the Trump era. Most Republican politi- 
cians ridicule and deride the former president to journalists in 
private, even as they grovel to him in public, including by excori- _ 
ating the critical coverage that they are themselves enthusiastical- 
ly contributing to. The arrangement could not be better designed 
to erode trust in both politics and the media, two of the country’s 


- most precious and reviled institutions. 


The chronology of Republican responses to Mr McCarthy’s 
blunders helps illustrate his party’s fall. In prelapsarian 2015, ma- 
ny House Republicans claimed to be so scandalised by his accu- 
rate characterisation of the Benghazi investigations that they re- 
jected his bid to be Speaker in favour of Mr Ryan. For some this was 


a pretext; hard-right members considered Mr McCarthy an estab- 


lishment squish. But neither objection now pertains. 

Defending Mr Trump has made his party shameless. There has 
been no serious discussion in its ranks of what Mr McCarthy’s lat- 
est display of bad faith says about his fitness for America’s third- 
highest-ranking job. The scandal is being debated exclusively in 
terms of whether he can survive it—which is to say, whether Mr 
Trump is offended by it. Mr McCarthy was reported to have spent 
the days after the Times’s story broke calling around House Repub- 
licans to assure them that Mr Trump was oK with it. And it seems 
he is. Most members of the hard-right, Mr Trump’s attack dogs in 
the House, are still behind Mr McCarthy, in recognition of his ef- 
forts to curry favour with them. Where Mr Ryan sometimes held 
them in check, Mr McCarthy defends Trumpist head-bangers such 
as Marjorie Taylor Greene—currently the subject of a hearing over 
her role in the Capitol riot—against all comers. 

Besides which, Mr Trump tends to prefer his lieutenants com- 
promised, because that makes them more beholden. The former 
president intimated as much this week. Mr McCarthy’s trenchant 
early criticism of him only makes the congressman’s subsequent 
capitulation appear all the more complete, Mr Trump noted: “I 
think it’s all a big compliment, frankly.” Indeed the particular way 
in which Mr McCarthy is now damaged goods may suit Mr Trump 
especially well. His first demand of the next Republican Speaker 
will be to end all investigations of the Capitol riot. Mr McCarthy 
would now be expected to act on that with even more alacrity than 
he would otherwise have shown. 


Purging the competition 

His latest scrape may, then, have actually increased his chances of 
becoming Speaker. It has highlighted how little Republican com- 
petition for the role he faces, so long as Mr Trump stays his hand. 
Mr McCarthy’s fellow Republican House leaders, including Steve 
Scalise and Elise Stefanik, are similarly defined by their loyalty to 
Mr Trump, and have been less useful to the former president. 
Meanwhile, the lack of principled criticism of Mr McCarthy within 
the party is a reminder that many House Republicans of indepen- 
dent stature, such as Mr Ryan, Justin Amash and Will Hurd, have 
been driven out by Mr Trump. Ms Cheney, the only House Repub- 
lican whom Mr McCarthy has disciplined, for having dared to say 
publicly what he said in private, will probably soon join them. m 
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Pulling its wheat 


IPAMERI 


Can Brazil help with food shortages around the world? 


HEN MARIZE PORTO’S husband died 
W suddenly in 2002, she was left with 
three small children and a failing cattle 
ranch that she had no idea how to run. Des- 
perate, she turned to Embrapa, the Brazil- 
ian government’s agricultural research in- 
stitute, for help. Today her farm in the state 
of Goiás is a model of technical know-how 
and productivity. Corn grows tall in the 
dry, red earth, planted upon the remnants 
of last season’s soyabeans. Once the corn is 
harvested, cattle come in to graze. 

The practice Ms Porto uses—which 
combines livestock, crops and forestry— 
requires less land and can make a farm five 
times more productive than the average 
Brazilian holding. It restores degraded pas- 
tures, making it ideal for use in the cerrado, 
the unwieldy savannah which covers a 
quarter of the country. Yet it has been slow 
to catch on. Despite the system's advantag- 
es, it has been adopted on only 18.5m hect- 
ares, or around 5% of farmland. 

This is worrying. In the past four de- 
cades Brazil has transformed itself from a 
net importer into the world’s fourth-big- 


gest food exporter. In 2022 it is expected to 
produce 285m tonnes of grain, six times 
the amount it harvested in 1977. Still, the 
world is hungry for more. Stretched supply 
chains and shortages caused by Russia's 
invasion of Ukraine have piled pressure on 
food markets. Even before the war, Brazil 
exported more wheat in the first two 
months of this year than it did in the whole 
of 2021. But extreme weather and soaring 
prices of fuel and fertiliser are making it 
harder for farmers to meet demand. 


No rain, no grain 
South America’s breadbasket is also bal- 


ancing on precarious ecosystems. Cattle 
- and soya farms are destroying parts of the 


Amazon. Advances in tropical agriculture 
have also come at the expense of half of the 
cerrado’s trees. The cerrado, known as the 
“birthplace of waters”, feeds eight of Bra- 
zil’s 12 major river basins. But it depends on 
moisture in the air from the rainforest for 
its water supply. So deforestation not only 
adds to climate change. It also undermines 
the conditions required to grow food. 
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‘Responding to these challenges re- 
quires innovation. In an executive order 
on April 22nd President Joe Biden said that 
the United States would try to reduce the 
import of food produced on illegally defor- 
ested lands, such as the Amazon. In polls, 
around half of consumers in rich and mid- 
dle-income countries say that they consid- 
er sustainability when buying food and 
drink. But can Brazilian agriculture re- 
spond to this demand by becoming green- 
er, while also ramping up food supply? 

Jair Bolsonaro, the populist president, 
has overseen rapidly rising levels of defor- 
estation and weakened laws protecting na- 
tive vegetation. Yet on paper at least, his 
government's plan for agriculture is ambi- 
tious. It aims to reduce emissions in the 
sector by the equivalent of 1.1bn tonnes of 
carbon dioxide by 2030. Part of the plan in- 
volves developing standards for what con- 
stitutes “low-carbon”; “carbon-neutral”, or 
“negative-carbon” for ten commodities. In 
2017 Brazil became the first country in the 
world to create a label for “carbon-neutral”, 
or zero-net-emission, beef. 

Beef production alone accounts for 
around 8.5% of the world’s greenhouse-gas 
emissions. Brazil, as the world’s largest 
beef exporter, has a big incentive to label 
its goods “carbon-neutral”. Not all are con- 
vinced. Such claims of neutrality rest 
largely on the metric of carbon sequestra- 
tion: that the grass cattle graze on, or for- 
ests they slumber in, can act as a sink for 
carbon dioxide. But such calculations do | 


>not account for the carbon-opportunity 
cost, or what the land could have captured 
if it were used for other things. Biogas cap- 
tures waste emissions, but not methane 
from cows’ belches. Carbon-neutral beef 
“sounds like an oxymoron to me”, says 
Matthew Hayek of New York University. 

Even so, the quest for carbon neutrality 
is driving change across the sector. Cara- 
preta, a meat company, owns three farms 
in Minas Gerais, in south-eastern Brazil. In 
one, tilapia fish are bred in tanks and the 
water they swim in is used on the farm’s 
grain. The grain becomes animal feed for 
the 70,000 cattle the farm slaughters every 
year. Meat scraps are processed into fish 
food, while animal waste is converted into 
fertiliser and biogas. This gas helps make 
the farm self-sufficient in renewable ener- 
gy. All this, the company claims, will even- 
tually make the farm carbon-negative. By 
2024 Carapreta’s owners expect to have in- 
vested $1bn reais ($208m) in the company. 

However even with such large resourc- 
es, Carapreta still struggles to make its 
farming fully eco-friendly. In a country al- 
most the size of the United States, but with 
shoddy infrastructure, some of its cattle 
are moved in trucks thousands of kilo- 
metres from other states. The company 
_buys cattle feed from Cargill, an American 
food giant. Organic fertiliser is difficult to 
produce: fully 70% of Carapreta’s inputs 
are chemical. 


Breadbasket breaking point 


And the Carapreta team is keen to encour- 


age more consumption of meat, not less. 
“It’s something that you can eat every day, 
it’s good for you and for the environment 
as a whole,” says Gabriel Géo, the chief 
marketing officer. But on the hectare that it 
takes to graze a Carapreta cow, an average 
Brazilian farm could produce 28 tonnes of 
potatoes or five tonnes of corn. 

Most Brazilian farmers do not have mil- 
lions to invest in satisfying conscientious 
consumers. This includes the small and 
medium-sized farms which produced 
around two-thirds of food by value in 
2006, the latest year for which data are 
available. Only 15% of Brazilian farms re- 
port having access to credit, according toa 
study by the World Bank. It is also harder 
for farms to pivot to different commod- 
ities, such as wheat, says Lygia Pimentel of 
Agrifatto, a consultancy. 

Brazil also imports 85% of its fertiliser. 
Nearly half of that came from Russia and 
Belarus last year. In March the farm minis- 
ter said that the country only has enough 
fertiliser to last until October, raising the 
possibility of a crisis when the planting 
season begins in September. Its farmers al- 
ready feed over 800m people, and more 
cheaply than other big producers. But fill- 
ing all the bowls Vladimir Putin has emp- 
tied is too big a task for Brazil alone. m 
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El Salvador 


Iron fist 


SAN SALVADOR 
President Nayib Bukele has locked up 
19,000 people in a month 


UTSIDE THE public defender’s office in 
O San Salvador, where lawyers employed 
by the state provide free legal counsel, the 
pavement throngs with people seeking 
help for relatives who have been swept up 
in mass arrests. Lawyers instruct them on 
which documents to bring to court. A util- 
ity bill is helpful proof of identity, says one. 
“What if we don’t have running water or 
electricity where we live?” asks a woman. 

In a terrifying outburst of gang violence 
in March, 87 people were killed in three 
days. President Nayib Bukele has cracked 
down and—to no one’s surprise—awarded 
himself more powers. On April 24th the 
Legislative Assembly, which the president 
controls, extended a state of emergency for 
a second month. Citizens are barred from 
gathering in groups outside. The police no 
longer need to give an explanation when 
arresting people. Since the emergency 
powers came into force they have rounded 
up more than 19,000. Small crowds wait 
outside prisons, hoping to locate their 
loved ones. 

Many of those who have been arrested 
are gang members, or pandilleros. But quite 
a few are not. Mr Bukele estimates that on- 
ly 1% of arrests are mistakes. Others sus- 
pect the figure is much higher. Mario Al- 
berto Aguirre says his partner Joseline, a 
20-year-old street vendor, was detained 
simply “because she has tattoos”. Gangs 
are covered in them, but since 2005 they 
have not accepted women members, al- 
though they can be collaborators. 

Even if the new measures harm inno- 
cent people, they are popular. In one recent 
poll, nine out of ten Salvadoreans said they 
approved of the president’s mano dura 
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(iron fist) approach. Alcides, a 58-year-old 
taxi driver who moved house after receiv- 
ing threats from Barrio 18, one of the two 
main gangs in the country, says he did not 
mind being stopped by police. The cops 
asked him and his son to remove their 
shirts to see if they had tattoos. “I told them 
we're here to co-operate because God has 
enlightened the president,” says Alcides. 
Partly thanks to his tough approach to 
crime, Mr Bukele’s approval ratings hover 


- around 80%, the highest in the region. Ma- 


ny Salvadoreans give him credit for a sharp 
fall in the homicide rate, though the trend 
started well before he took office (see 
chart). Murders fell from a peak of 103 per 
100,000 people in 2015 to 17.6 in 2021. 

The president, an avid tweeter, posts 


photos and videos of half-naked men 


shackled together in prisons. This creates a 
vivid impression that he is doing some- 
thing. But it does little to address the un- 


` derlying causes of crime. Some analysts 
speculate that the current crackdown may 


be. intended partly to distract attention 
from rumours that the recent violence was 
caused by a rupture in relations between 
the government and the gangs. 

Mr Bukele denies negotiating with 
gangs, aS previous administrations have 
done. But evidence, such as records of 
meetings between officials and gang lead- 
ers published in El Faro, a local news out- 
let, suggests that the government gave 
privileges such as conjugal visits to impris- 
oned gang members and jobs to those on 
the outside. In exchange, the gangs agreed 
to kill fewer people and support the ruling 
party in elections. In the past year four 
leaders of MS-13, the other big criminal out- 
fit, have been released and shielded from 
extradition to the United States. 

Mr Bukele has never shown much re- 


gard for democratic norms. He has dis- 


missed top judges and replaced them with 
loyalists. In 2020 he barged into the legis- 
lature with gun-toting soldiers to intimi- 
date lawmakers into voting for his security 
budget. Some fear that the emergency 


powers will be extended repeatedly. 


Previous administrations have also 
used la mano dura. But Mr Bukele is unusu- 
ally harsh. When the government arrested 
gang members in 2003 it took a year to 
round up 19,000 people, rather than a few 
weeks. Mr Bukele has introduced new laws 
to increase the maximum sentence for 
gang membership from nine years to 45. 
Children as young as 12 are being locked 
up. Another law appears to make reporting 
on crime illegal by banning the reproduc- 
tion of gang messages that might generate 
“panic or unease”. Journalists could face up 
to 15 years for reporting material sourced 
from gangs. That will make it harder for 


- Salvadoreans to assess whether Mr Bukele 


is successfully cracking down on crime, or 
just boasting about it. m 
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Paraguay 


Highway through hell 


CHAIDI 


A new motorway could one day rival the Panama Canal 


l HE GRAN CHACO, a vast sprawl of 
f reat scrub and savannah which 
stretches across Brazil, Bolivia, Paraguay 
and Argentina, has long been hard to get 
through. In the 16th century its nomadic 
hunters ambushed Spanish would-be con- 
quistadors. When Bolivia and Paraguay 
fought over the “Green Hell” in the 1930s, 
thirst was thought to have killed more sol- 
diers than bullets. Until 2019 a region the 
size of Austria in Paraguay’s part of the 
Chaco contained no paved roads at all. 

But earlier this year Paraguay's govern- 
ment inaugurated the first half of a dual- 
carriage motorway that will bisect the re- 
gion for 544km (338 miles) east to west. It 
forms the main part of the Bioceanic Road 
Corridor, an infrastructure project talked 
about for decades by the countries around 
the Chaco, which finally seems to be get- 
ting off the ground. 

The plan is that the road will connect 
soyabean farmers in Brazil and cattle 
ranchers in landlocked Paraguay to mar- 
kets in Asia, by going through northern Ar- 
gentina and on to Chile’s ports. Arnoldo 
Wiens, Paraguay’s public-works minister, 
claims that compared with shipping goods 
through the Panama Canal, the corridor 
will save the Southern Cone’s agricultural 
producers 14 days and $1,000 per contain- 
er, ora third of their logistics costs. , 

The first stage of the road—a 276km 
Stretch between the riverside village of 
Carmelo Peralta and the town of Loma Pla- 
ta—was built by a ccvB, a consortium 


formed by Queiroz Galvão, a Brazilian con- 
glomerate, and Ocho A, a local company. It 
was built on time and within the budget of 
$443m: a rarity in corruption-prone Para- 
guay. By early 2024 a $103m bridge should 
link Carmelo Peralta to Brazil, and the cor- 
ridor will reach the Argentine border. The 
Trans-Chaco highway, a potholed road 
running north to Bolivia, is also being wid- 
ened and improved. 

Mario Abdo Benitez, Paraguay’s presi- 
dent from the conservative Colorado Party, 
is keen to take the credit. Officials say that 
nearly 3,000km of paved roads have been 
built since he came to power in 2018. That 
is far more than any of his predecessors 
managed, including Alfredo Stroessner, a 


_ dictator who ruled for 35 years. Yet many of 


these projects were enabled by legislation . 
passed under Mr Abdo Benitez's predeces- 


‘sor, Horacio Cartes, say allies of Mr Cartes. 


Not everyone is pleased by the asphalt. 
The road-building frenzy “deepens an un- 
diversified, extractivist model”, warns Ve- 
ronica Serafini, an economist. Beef and 
soyabeans make up almost 70% of Para- 
guay’s goods exports by value and support 
a third of Gpp. Rather than build more 
megaprojects, the country should support 
small farmers and invest in better public 
transport and drainage in Asuncion, the 
flood-prone capital, she thinks. Brazil and 
Argentina will have to invest in some road- 
works too if the corridor is to link up seam- 
lessly, concedes Juan Rivarola, the project's 
environmental and social manager. 

But for Julio Portillo, a truck driver, the 
new road is already making life easier. 
Reaching Carmelo Peralta from Loma Plata 
used to take 12 hours along a rutted dirt 
track. If it rained he was marooned in the 
mud for days. It now takes four hours. He 
still brings a shotgun to hunt caimans and 
peccaries, a kind of wild boar, to eat if he 
gets stranded. “The Paraguayan Chaco is a 
world apart,” he says. “If you get stuck, no 
one is coming to help.” 

The impact of the new motorway is 
more uncertain for local indigenous peo- | 
ple, especially the few who still live in the 
forests. “I see both sides, positive and neg- 
ative,” says Demetrio Picanerei, an indige- 
nous Ayoreo teacher in the village of Chai- 
di. Before he was born, his parents fled ur- 
ban Ayoreo neighbourhoods in Bolivia that 
were ravaged by drugs and alcohol. He wor- 
ties that the new motorway, and the inev- 
itable truck-stops, motels and diners that 
will spring up along it, will spread the 
same “vices”. 


Nobody is going to slow me down 
Another problem is deforestation. Be- 


_ tween1985 and 2013 the Chaco lost a fifth of 


its surface area. Trees have been bulldozed 
and burnt, mainly for crops and pasture. 
Relative to its size it is shrinking faster 
than the Amazon rainforest. Many endan- 
gered jaguars, tapirs and giant armadillos 
will soon end up as roadkill or trophies, 
wotries Luis Recalde, a conservationist. To 
try to prevent this, the consortium of 
builders has created 15 underpasses for 
wildlife. The corridor has also been slightly 
diverted at two places to avoid passing di- 
rectly through Ayoreo land. 

Officials say the integration of the Cha- 
co with the rest of the country is long over- 
due. The area covers nearly two-thirds of 
Paraguay’s territory but is home to just 3% 
of its people. Hundreds of jobs will be 
created once fleets of Brazilian trucks start 


‘to thunder through, Mr Wiens predicts. 


Even Mr Picanerei concedes that it will 
make getting to the hospital easier. “The 
roads were very ugly before,” he says. m 


Hun Sen's Cambodia 


Autumn of the patriarch 


PHNOM PENH 


A strongman plans his succession. Can he control the script? 


IS HOURS-LONG speeches lack the piz- 
H- of yesteryear. He is said to tire 
more easily on his early-morning tread- 
mill. Though still a stripling of an autocrat 
at 69 years of age, the shadows are length- 
ening on the rule of Hun Sen, Cambodia’s 
prime minister. He has run the country, in 
one form or another and increasingly ruth- 
lessly, since 1985. That is longer than most 
Cambodians have been alive. Now Mr Hun 
Sen is starting to think of his legacy—and 
how to reshape it. He would love to acquire 
the respect that accrues to elder statesmen. 

The dictator is aware of his dim stand- 
ing in the world. Mr Hun Sen’s repression 
of the political opposition and other civic 
groups has earned Cambodia pariah status 
in much of the West. China’s outsized eco- 
nomic, military and political influence has 
made Cambodia resemble a vassal state. 
This year neighbours in South-East Asia 
were appalled when Mr Hun Sen became 
the first foreign leader to visit General Min 
Aung Hlaing, the leader of Myanmar’s out- 
rageous coup. It made the prime minister 
look like a fan of the general. 

Even Mr Hun Sen has admitted to for- 


eign diplomats that his trip to Myanmar 
went badly. Not only was he (predictably) 
prevented from meeting Aung San Suu Kyi 
or any other ousted civilian leader. He also 
claimed he had secured the release of an 
Australian adviser to Ms Suu Kyi, whom 
the general has in fact kept locked up. Mr 
Hun Sen grumbles that his trip was not an 
endorsement of the junta. He says he 
would have been damned if he did not at- 
tempt to mediate, and damned if he did. He 


decided to try. : 


Yet in other regards Mr Hun Sen has not 
Dehaved as an autocrat in hock to China 
might. The red carpet rolled out in March 
for Kishida Fumio, making a rare visit fora 
Japanese prime minister to Phnom Penh, 
suggested that Mr Hun Sen wants other 
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Asian powers to balance China’s presence. 
Japanese vessels even called by a naval 
base on which China has designs. 

Mote striking, the autocrat has heeded 
the urgings of Japan and others to con- 
demn Vladimir Putin’s invasion of Uk- 
raine. He even insisted that Cambodia co- 
Sponsor a UN resolution calling on Russia 
to withdraw. That move stunned observ- 
ers—including, presumably, China, which 
has forged close ties with Russia. Cambo- 
dia’s own relationship with Russia and the 
former Soviet Union goes back to the Indo- 
china wars of the second half of the 20th © 
century. Yet conscious, perhaps, that inter- 
national law protects the smallest states 
above all, Mr Hun Sen has told foreign visi- 
tors that gross violations need to be called 
out. The wannabe elder statesman was 
writing himself into the history books. 

Matters of legacy loom large at home, 
too. In December Mr Hun Sen named a suc- 
cessor: his eldest son, Hun Manet. Not that 
Mr Hun Sen intends an imminent exit; he 
has mentioned some time around 2028, 
when the next (rigged) election but one is 
due, as a good time to step aside—not 
down. Singapore’s late leader, Lee Kuan 
Yew, wielded influence for two decades 
after retiring as prime minister, including 
serving as “minister mentor”. He is often 
cited by Mr Hun Sen’s people as a model. 

The irony hardly needs stressing. If Lee 
ruled with an iron hand, he also fostered 
institutions, competence, probity and 
widespread prosperity. Mr Hun Sen, to his ` 
credit, helped bring peace to a country pp 


b racked by three decades of violence that in- 
cluded civil war, American carpet bombing 
and the grotesque bloodletting of the 
Khmers Rouges. Yet he has centralised 
power not by building institutions but by 
personalising them. 

In Mr Hun Sen’s Cambodia, govern- 


ment positions are handed out as sine-. 


cures to the offspring of ageing comrades 
in the ruling Cambodian People’s Party 
(CPP). Favoured tycoons get the right to im- 


port and distribute tobacco, booze and. 


more. They chop down forests or grab land 
from subsistence farmers. Alliances 
among the elite are cemented with spec- 
tacular weddings. The economy has grown 
fairly briskly. But Hunsenomics has 
brought environmental destruction, mon- 
ey-laundering, capital flight and gross in- 
equality. Cambodia comes 157th out of 180 
countries ranked by Transparency Interna- 
tional for perceived corruption. 

Even as the old fox demands almost un- 
questioned obedience within the cpp, he 
has attempted to demolish the opposition. 
The Cambodia National Rescue Party came 
close to winning a general election in 2013. 
In late 2017 the courts agreed that the party 
was part of a foreign plot to overthrow the 
cpp and ordered it disbanded. Of its two 
former leaders, one, Kem Sokha, faces a 
drawn-out trial for treason while the other, 
Sam Rainsy, leads an upholstered life in ex- 
ile in Paris. : 

Given Mr Hun Sen’s tight grip on power, 
the endorsement of Mr Hun Manet is as 
good as a coronation for the 44-year-old. A 
top-scoring graduate of America’s West 
Point military academy with a doctorate in 
economics from a British university, Mr 
Hun Manet has risen fast through Cambo- 
dia’s security services. He currently serves 
as army chief, head of counterterrorism 
and number two in his father’s all-impor- 
tant presidential guard. Modest and per- 
sonable, he does not appear to have very 
many enemies. : 

Yet if his elevation is almost guaran- 
teed, a smooth transition is not. The secre- 
tive cPP is more factionalised and diverse 
than it appears from the outside. Differ- 
ences might only grow under Mr Hun Ma- 
net, especially between the party’s moder- 
nisers and those who think of the CPP asa 
vehicle for patronage and personal net- 
works of power. A related challenge for the 
next ruler is the generational change his el- 
evation implies. For Mr Hun Sen has made 
it clear that when he steps back so must the 
other old-timers. 

This breeds two potential problems. 
One is that some of the old guard will re- 
sent the whippersnapper’s unearned pro- 
motion, which has dashed their own 
dreams of higher power. A bigger problem 
is the sense of entitlement among their 
progeny. Mr Hun Manet has been meeting 
some of his contemporaries for tea at the 


capital’s Hyatt Regency hotel, presumably 
to thrash out quite how power will be doled 
out in future. But with so much honour 
and profit at stake there are surely not 
enough plum posts to go around. Genteel 
machinations at afternoon tea could yet 
descend into nastier struggles. | 


A last challenge to Mr Hun Sen’s no- 


tions of a smooth transition might come 
from outside the ruling party. For all his 
political repression, and his cosying up to 
authoritarian China, the prime minister 
seems to care too much about what the 
West thinks of him to snuff out all opposi- 
tion for good. NGos and other action 


groups cling on, and occasionally bounce 


_ back—a sharp contrast to neighbouring 


Vietnam or Laos. 

A new party, the Candlelight Party, has 
grown out of Mr Sam Rainsy’s movement. 
To the dismay of the cpp, it has managed to 
field candidates for nearly all of the seats 
on the councils of the country’s 1,652 local 
communes that are being contested in ear- 
ly June. The ruling party still has the mon- 
ey, the organisation, the thuggery and, in 
some places, the popularity to prevail. But 
plenty of ordinary Cambodians feel they 
should have a say in writing Mr Hun Sen's 
succession script. E 


India 
Policing, fast 
and slow 


DELHI 
Justice is growing ever more partisan 


HEN INDIANS think of how the law 

works, speed is not what comes to 
mind. An average case in the lower courts 
takes five years to settle. Three-quarters of 
prison inmates are not sentenced offend- 
ers, but awaiting trial. Yet repeatedly in re- 
cent weeks Indian justice has moved with 
remarkable swiftness. 

Ask Jignesh Mevani, a member of the 
Gujarat state assembly. On April 18th Mr 
Mevani posted a tweet hinting that Naren- 
dra Modi, the prime minister, approves of 
Hindu-nationalist violence. This annoyed 
a reader in Assam, a State as far from Guja- 
rat as Ukraine is from England, so much 
that he complained at his local police sta- 
tion. Within 48 hours a team from Assam’s 
police had flown to Gujarat, nabbed Mr Me- 


vani and hustled him across India. Whena | 


judge then granted the prisoner bail, the 
Assam police instantly rearrested. Mr Me- 
vani for allegedly assaulting one of the offi- 
cers who had helped transport him across 
the country. | 

Or ask residents of Jahangirpuri, a 
working-class part of Delhi, India’s capital. 
In mid-April a riot broke out in its narrow 
lanes after Hindu youths carrying swords, 
guns and clubs on what they called a reli- 
gious procession stopped outside a 
mosque to insult the fasting worshippers 
inside. No one was badly hurt in the ensu- 
ing stone-throwing, but three days later 
authorities, citing building violations, 
sent in diggers to smash property belong- 
ing to suspected troublemakers (affected 
residents are pictured). 

Such “bulldozer justice” is becoming 
increasingly common. In recent months 
religious processions strikingly similar to 
the one in Jahangirpuri have sparked mini- 
riots in towns and villages across eight 
north Indian states. All too often, instant 
punishment has fallen in the form of prop- 
erty demolitions. In numerous instances 
owners say they had no time to gather pos- 
sessions, or to present perfectly valid legal 
documents, or to explain that their house 
stood miles from where the riot happened. 

There is a subtext to this legal impa- 
tience. The governments of Gujarat and As- 
sam, as well as local authorities opting for 


summary demolitions, are all controlled | 


by the ruling Bharatiya Janata party (BJP). 
Its hard-core fans, many of whom belong 
to Hindu-supremacist groups, chorus out- 
rage against critics of Mr Modi. They loudly 
decry any infringement of what they see as 


the right of majority Hindus to practise 
their faith. It is just this mix of Modi-mania 
and pumped-up Hindu pride that has won 
the BJP election after election. 

Exalting one thing seems to entail de- 
monising its opposite. Mr Mevani does not 
just represent an opposition party in a 
state that is Mr Modi’s own home turf and 
which is headed for elections in December. 
He is also a Dalit. By drawing attention to 
the continued repression of these former 
“untouchables”, Mr Mevani challenges the 
BJP’s narrative of Hindu unity. 

As for those at the wrong end of govern- 
ment bulldozers, the stark fact is that near- 
ly all are Muslims. Although India’s 15% 
Muslim minority suffers most from com- 
munal violence, it is Muslims who are tar- 
geted for collective punishment. On April 
10th rioters in the town of Khargone in the 
state of Madhya Pradesh vandalised Mus- 
lim-owned property and burned down 
houses. Yet a day later government bull- 
dozers wrecked 29 Muslim-owned houses 
and 16 shops. Narottam Mishra, the state’s 
home minister, made the objective clear: 
“The house from whence stones came we 
will make into a pile of stones.” 

The intent behind the sudden accelera- 
tion of justice for some cases is exposed by 
the plodding slowness of others. Hindu ag- 
itators, including one who recently called 
over a loudspeaker for the rape of Muslim 


- women, are getting soft treatment. But nu- 


merous Muslims remain in jail, often 
charged under anti-terror statutes, for far 
milder statements. Indian justice is not al- 
ways so partial. Granting bail to three Mus- 
lim students who had been jailed for sedi- 
tion, a judge declared, “The unity of India 
is not made of bamboo reeds which will 
bend to passing winds.” But he made no 
mention of what had cost the youths five 
months of freedom: tweeting cheers to 
Pakistan for winning a cricket match. m 


Please stop 


An insurgency rekindled 


Bad neighbours 


ISLAMABAD. 
Pakistan is losing patience with 
the Taliban 


AKISTAN’S DAPPER spy chief was all 
P smiles when he swanned into Kabul, 
the Afghan capital, three weeks after the 
Taliban regained power. During his visitin 
September Faiz Hameed (who has since 
stepped down) tried to reassure a nervous 
world that Afghanistan’s future would be 
rosy. America and its allies had departed in 
ignoble fashion, handing the government 
to an Islamist militia. But Lieutenant-Gen- _ 
eral Hameed was upbeat. “Everything will 
be okay,” he said. 

At the time many in Pakistan’s army and 
security services shared this optimism. 
The Afghan government that was toppled 
by the Taliban was frequently at odds with 
its neighbour, and sympathetic towards 
India to boot. The new regime, in contrast, 
was old friends with Pakistan’s serpentine 
security services. Pakistan had helped the 
militants since their early years. Taliban 
leaders had lived in Pakistan throughout 
their long insurgency. 

How things have changed. In the mid- 
dle of April 45 people died in their beds asa 
result of air strikes launched on villages in 
the Afghan border provinces of Kunar and 
Khost. The Taliban said Pakistani helicop- 
ters were responsible. They summoned 
Pakistan’s ambassador for an ear-bashing. 

Pakistan has not admitted carrying out 
the strikes. But it is plainly fuming at the 
Taliban’s tolerance of Pakistani insurgents 
who have been attacking Pakistan’s bor- 
derlands from havens inside Afghanistan. 


. These militants, the Tehrik-i-Taliban Paki- 


stan (TTP), want to oust the Pakistani gov- 
ernment and impose sharia (Islamic law). 
They share many ties with the Afghan Tali- 
ban and swear allegiance to the Taliban’s 
supreme leader, Haibatullah Akhunzada. 

Over the past decade the Pakistani army 
had gradually driven them out of Paki- 
stan’s territory. and across the border. But 
the Taliban’s victory in Afghanistan seems 
to have buoyed the gunmen, not least by 
giving them hope that they can repeat a 
similar feat in Pakistan. The hard-won 
peace in Pakistan’s border districts is start- 
ing to look fragile as a result. Two Pakistani 
soldiers were shot dead in South Waziri- 
stan on April 26th; three died a few days be- 
fore. The Afghan villages that were recently 
destroyed by air strikes were said to have 
housed families of fighters who had previ- 
ously killed Pakistani soldiers and police- 
men in ambushes. 


- Talks between Pakistan and the TTP, >> 


> which the Taliban had brokered, seem to 
have gone nowhere. The Taliban’s indul- 
gence of the TTP is not the only way in 
which it is disappointing Pakistan. The Ta- 
liban’s leadership has followed the exam- 
ple of Afghanistan’s previous government 
in refusing to recognise the international 
border. Fencing along bits of the frontier 
has been torn down. 

A lot of this will seem wearily familiar 
to Pakistan’s most grizzled spooks. The 
first time the Taliban held power in Af- 
ghanistan, in the late 1990s, they were 
much more reliant than they are now on 


keeping up good relations with their 
neighbour. Even then, they often fell out. 
In one incident they shaved the heads of a 
visiting Pakistani football team as punish- 
ment for wearing shorts. Senior leaders in 
Kabul generally want to get on well with 
Pakistan. But powerful local commanders 
who have lived and fought alongside the 
TTP are reluctant to turn on them. 

Blowing up villages in Afghanistan may 
prompt some TTP militants to pack up 
their camps and reinstall them somewhere 
out of reach. But it is unlikely to change 
many minds among the Taliban, and may 
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— term limits. So it was Cee who ranin © 


i hase even ied a rousing sendon of“Do 


you hear the people sing?”. This is Gota 
_ Go Gama: “Gota Go Village”. “Gota” is 
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Sri Lanka’s politics since Gotabaya’s elder 


_ brother, Mahinda Rajapaksa, won a 


presidential election in 2005. AS delene 


secretary, Gotabaya oversaw the armed 
forces in a ghastly civil war against Tamil 
rebels. Tens of thousands of trapped — 


civilians: were killed in the denouement. 


_ Afterwards, the Raj apaksas wallowed i in 
: triumphalism and settled scores with — 
critics. Mahinda lost power ina surprise 


: ior ee hole an aes ) 
oo president's S nephews also got Pon Mil- 
~ | itary types got many of the rest. 


The president, who pushed rough a 


| constitutional amendment strengthening © n 
_ | his executive powers, seemed itching to 
run the country as woulda drill sergeant. 


Instead he and his brothers ran itinto the 


ground. Their earlier regime had bur- 
dened Sri Lanka with debt from infrastruc- 
ture projects, including vanityschemesin | - 
that have not generat- | 

: 7 returns. Their urrent administration 


their home distric 
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only harden opinions. “Next time we 
might not tolerate it,” warned Mullah Mo- 
hammad Yaqoob, the acting Afghan de- 
fence minister. 

Pakistan may yet try other ways to bring 
the Taliban into line. Afghanistan’s gov- 
ernment craves international recognition. 
Pakistan is unlikely to support this while 
the two are at odds. And during some past 
disputes Pakistan has held trade hostage 
by abruptly shutting border crossings. 
Such arm-twisting might now have an ef- 
fect. Or it may only bring into sharper fo- 
cus the limits of Pakistan’s power. W 
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The pandemic 


Covid hits the capital | 


BEIJING 


The government sees Beijing, not Shanghai, as the true test of its covid policy 


L CHINAS PUBLIC-HEALTH policies were 
decided by the people of Shanghai, the 
country would abandon its “zero-covid” 
strategy, which uses mass testing and strict 
lockdowns to crush the virus. The city’s 
25m residents, among whom are some of 
China’s richest and most influential peo- 
ple, have complained loudly about the 
grim weeks of lockdown they have en- 
dured (see Chaguan). But Beijing is where 
China’s covid strategy is devised. For now, 
the mood is rather different in the capital. 
Beijing's 22m residents responded with 
wary resignation to news that the Omicron 
variant had been spreading stealthily in 
the capital for days. On April 27th mass 
testing revealed more than 150 infections. 
The next day many schools went online. 
Some neighbourhoods were sealed off. But 
after an initial flurry of panic-buying, 
shops quickly restocked. Pensioners could 
be seen in parks, enjoying the smoggy 
Spring sunshine. Local pride, and a sense 
of privilege born of proximity to power, 
help to explain why some Beijingers sound 


confident that they will escape the harsh, 
chaotic lockdowns imposed on Shanghai. 

Many of Beijing’s residents have a mea- 
sure of disdain for Shanghai, the country’s 
more Western-oriented commercial hub. 
The Shanghainese are “unreasonable trou- 
blemakers”; their officials deserve blame 
for not locking down fast enough, says a 
typical resident of the capital. Censorship 
and propaganda have helped shape such 
feelings. Shanghai’s suffering is glossed 
over in news reports. Angry outbursts by 
the city’s residents on social media are 
quickly erased by state censors. 

Officials in Beijing seem to regard 
Shanghai as a rare exception to their zero- 
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covid success story—China has had a lower 
death rate from the virus than any big 


-country and stronger economic growth. It 


is certainly not taken as a lesson that the 
policy needs to change. Rather, officials in 
Shanghai are chided for being too loose 
and moving too slowly. The central govern- 
ment has pushed for more testing and 
stricter lockdowns. Many residents recent- 
ly found green fences outside their com- 
pounds, to seal them in. 

Officials elsewhere are taking note. 
Those in Baotou, a mining hub in Inner 
Mongolia, recently locked down the entire 
city after finding just two cases. : 

Other countries, including some of Chi- 
nas neighbours, pursued a similar ap- 
proach to the virus initially. But most of 
them have abandoned the zero-covid strat- 
egy, conceding that the highly transmissi- 
ble Omicron variant rendered it impracti- 
cal. They have instead focused resources 
on getting vulnerable people vaccinated 
and caring for the sick. Some of China’s 
leading doctors and scientists have urged 
their country to do the same. 

The single biggest barrier to a Chinese 
exit strategy from the zero-covid policy is 


. the large number of over-60s who have not 


received two doses anda booster. That is 
the minimum level of inoculation needed 
to provide a high degree of protection 


_ against serious illness or death when using 


Chinese-made vaccines, which are the on- 
ly shots approved by party chiefs. But Bei- pp 


> jing’s authorities continue to use gentle in- 
ducements, rather than force, to nudge old 
people to accept vaccinations. 

Zero-covid measures are distracting 
from that effort. As the first round of mass 
testing began in Beijing, all was oddly quiet 
at a blue tent erected as a vaccine station 
for old people. Health workers had all been 
diverted to help with the testing. That dis- 
appointed Song Wenxian, a spry 85-year- 


old who had come to the tent in search of a 


second shot. Her family, though, has no 
plans to vaccinate her husband, who is 86 
and suffers from mild dementia. “He can't 
walk and he doesn’t go out. So we're not 
getting him one,” Ms Song said. Beijing's 
elite status provides reassurance. “I think 
the leaders pay closer attention to Beijing,” 
Ms Song suggested. 

China’s supreme leader, Xi Jinping, 
seems to believe that the right mix of sci- 
ence, perseverance and party spirit will 
lead to a successful containment of the vi- 
rus. On April 25th he visited Renmin Uni- 
versity in Beijing, sitting in on political- 
ideology classes, speaking about “red heri- 
tage” and basking in shouts of loyalty to 
the party from unmasked students. For- 
eign diplomats in Beijing worry that he is 
allowing politics to get in the way of good 
policy. So do critics of the government. 

Some point to Shanghai, where Zhang 
Wenhong, a prominent doctor advising the 
city on its covid response, used to say that 
measures should not be overly disruptive 
to business or normal life. Recently, 
though, he has been overshadowed by ap- 
pointees like Ye Caide, a practitioner of tra- 
ditional Chinese medicine who has gone 
from working at a community health cen- 
tre in Beijing to overseeing Shanghai on a 
national pandemic-control team. Mr Ye, 
who has won several awards from the party 
for heroic volunteering, told state media 
that Shanghai’s covid controls should be 
tightened, for example by installing elec- 
tronic sensors and seals on people's doors. 
If this is how China is going to choose its 
“experts”, one netizen quipped, “we won't 
get out of lockdown even in the next life.” 

The number of infections in Shanghai 
is dropping at last. But the costs of the 
state’s anti-covid measures are becoming 
clearer. Foreigners are leaving en masse. 
Many analysts have revised down. their 
forecasts for economic growth this year. 
Investors have ditched Chinese securities 
at a record rate, putting pressure on the 
yuan (see Finance section). 

The mood is relatively upbeat in the 
capital, though. A worker at a massage 
shop in Beijing shrugged off questions 
about whether he was stocking up on pro- 
visions. “We Chinese people don’t worry 
about a crisis until it hits,” he said, nursing 


a cigarette. “You have to believe in the party | 


and the state, right?” Many of Shanghai's 
residents once felt similarly. m 


How China is ruled 


Chain, reaction 


BEIJING ‘ 


Grim tales test China’s claim to be 
governed by and for the people 


OST CHINESE with an internet con- 
M eion have probably seen the video 
of a mentally ill woman chained by the 
neck in the province of Jiangsu. Identified 
as Yang Qingxia, she was sold to het hus- 
band in 1998 and bore him eight children. 
Ms Yang's plight was revealed in February. 
The next month another trafficked wom- 
an, with the surname Tao, was discovered 


locked in a cage in Shaanxi province. Her 
husband paid 8,000 yuan ($1,220) for her 
in 2010. The cases sparked outrage. A well- 
known lawyer pointed out that the punish- 
ment for buying a woman in China is just 
three years in jail—less than that for buy- 
ing two endangered parrots. 

As a result, low-ranking officials were 
sacked or disciplined in both provinces. 
The public-security ministry declared a 
“special action” to crush trafficking. Mem- 
bers of the National People’s Congress 
(NPC), China’s legislature, suggested 
changes to the law, such as locking up buy- 
ers of women for the same amount of time 
(up to ten years) as sellers. The actions 
show that the state is responsive, say offi- 
cials. Their claims are in keeping with Chi- 


na’s broader argument to be a “Democracy >> 


> That Works”—the title of an official white 
paper from December. 
That notion is being challenged in 
‘Shanghai, where millions of frustrated 
people have been locked down for weeks, 
some lacking food or medicine, in an effort 
to suppress a covid-19 outbreak. The traf- 
ficked women pose a different sort of test 
for the system: whether it is able to pro- 
duce legal and legislative reforms in the 
face of a public outcry. Officials claim it is 
passing. A deeper look suggests it is not. 

The NPC is at the heart of China’s demo- 
cratic claims. The biggest parliament in the 
world, with nearly 3,000 members, caps a 
pyramid of lower congresses. They guaran- 
tee “the people’s status as masters of the 
country’, says the white paper. Yet only the 
bottom level is directly elected. NPC mem- 
bers are chosen, in effect, by the Commu- 
nist Party. Their suggestions, such as in- 
creasing sentences for trafficking, are rare- 
ly debated and often ignored by the gov- 
ernment. The body’s full session ended in 
March with no changes to trafficking laws. 

The party dictates the direction of the 
legislature. Officials may get angry when 
the NPC is called a “rubber stamp”, but 
members do tend to pass everything put in 
front of them. One of the biggest shows of 
Opposition was in 2012, when only 92.4% 
supported an amendment to the criminal- 
. procedure law. This year members took the 
bold step of commending Xi Jinping, Chi- 
na’s supreme leader, for “doing a great job 
at being in charge”. When one took to so- 
cial media to call for more flexibility in 
Shanghai’s covid response, his comments 
were censored. 

The Npc’s standing committee, which 
met in April, is often more active. For ex- 
ample, when dud vaccines were injected 
into thousands of children in 2018, the 
committee pushed through reforms in a 
matter of months—but only after Mr Xi got 
involved. He has not commented publicly 
on the trafficking cases. The committee re- 
cently suggested some additions to a pre- 
existing law protecting women. These 
would merely require local authorities to 
“promptly report” suspected trafficking 
cases to the police. 

The party may ultimately decide to 
make the criminal code tougher. It gets a 
facelift every four years on average, says 
Changhao Wei of Yale Law School. But re- 
formists once had high hopes that the NPC 
would actually make China more demo- 
_ cratic. The constitution, after all, guaran- 
tees free speech and an elected parliament. 
A notable event occurred in 2003, when ac- 
tivists pushed the NPc to act after the po- 
lice beat a migrant worker to death. The 
regulations under which the victim was 
detained were ultimately repealed—but 
not by the parliament. The government did 
it directly. Allowing the NPc to do it would 
have set a dangerous precedent. m 
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Pensions 


Pillar talk 


HONG KONG 
China will roll out private, personal 
pensions. About time | 


ces 


STONISHING’, “SPECTACULAR”, 

precedented”: China has won plau- 
dits from the World Bank and other experts 
for the rapid expansion of its basic state 
pensions over the past dozen years. The 
number enrolled in these schemes (in- 
cluding one for urban employees) crossed 
1bn in 2021. But the speedy construction of 
this first “pillar” of China’s pension system 
has not been matched elsewhere in the 
planned edifice. 

A second pillar is supposed to rest on 
firms, which can enroll employees in a 
company pension. But fewer than 29m 
people, less than 10% of the eligible work- 
force, had signed up for these “enterprise 
annuities” by the end of last year. China’s 
third pillar—personal pensions—is even 
stumpier. Although individuals in China 
save a lot, buying homes and other assets, 
they have little reason (or inclination) to 
set up personal pensions. To give them a 
nudge, China’s government launched pilot 
schemes in Shanghai, Fujian and part of 
Suzhou back in 2018. These schemes of- 
fered modest tax breaks to people willing 
to lock up their money in pension products 
offered by approved financial institutions. 
But take-up was disappointing and the 
third pillar has made little progress since. 

The delay is a pity, because China is not 
getting any younger. By the end of this de- 
cade, it will have more people aged 60 or 
above than America will have people. Ma- 
ny of these old folk face a precarious retire- 
ment, balanced only on the first pillar. And 
time is also running out for China’s youn- 
ger cohorts. Well-designed pension pro- 
ducts work best when people start contrib- 
uting in their 20s, allowing them to make 
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high-risk, high-return investments they 
should avoid later in life. But China’s popu- 
lation of 20-somethings peaked in the 
1990s and has shrunk by almost 50m in the 
past ten years. 

The urgency is not entirely lost on Chi- 
na’s leaders. On April 21st the State Council, 
China’s cabinet, released a set of guide- 
lines on private personal pensions, in- 
structing ministries to launch more pilot 
projects, then roll out schemes nation- » 
wide. “There is not much meat on it,’ says 
Nicholas Omondi of Z-Ben, a financial con- 
sultancy in Shanghai. But the announce- 
ment nonetheless sends a “strong mes- 


= gage” to China’s rivalrous regulators “to get 


their act together and get this done”. 

If personal pensions do take off, they 
could have salutary effects on China’s in- 
vestment habits and financial markets. At 
the moment, city-dwellers keep two-thirds 
of their wealth in housing, according to a 
survey in 2019 by Southwestern University 
of Finance and Economics. Too much of 
the rest is either in barren cash or “rolling 
from one end of the stockmarket to anoth- 
er”, as Mr Omondi puts it, “without much 
ofa fundamental anchor”. In China “saving © 
is not a problem”, says Yothin Jinjarak of 
the Asian Development Bank. “But where 
the savings go, that’s the question.” 

Well-run pension funds, with a longer- 
term horizon, could contribute to a better 
allocation of capital in China. That, in turn, 
would make future workers more produc- 
tive—which they will need to be if they are 
to take care of themselves, their children 
and their elderly parents comfortably. 

But even if China’s authorities speedily 
approve these better financial mousetraps, 
will customers beat a path to them? The tax 
breaks on offer are not wildly tempting. 
People can deduct contributions of up to 


' 12,000 yuan ($1,800) a year from their tax- 


able income, according to the guidelines. 
That is about a quarter of average disposa- 
ble income in urban China. But it is only 
15% ina place like Shanghai. That will seem 
meagre to the city’s higher earners. And if 
funds keep a tight lid on risk, as they 
should in a contributor’s later years, re- 
turns may not look enticing to Chinese in- 
vestors, says Janet Li of Mercer, a consul- 
tancy, given that people dislike locking up 
their money for decades. 

Thus, before Chinese households will 
invest enthusiastically in the third pillar, 
the government and industry will have to 
invest in educating them. As an example of 
what is required, Ms Li cites the animated 
videos prepared by the Insurance Asset 
Management Association of China. In one, 
a man sits behind a desk imagining all of 
his expenses—mortgage, children, car— 
and other burdens, such as elderly care. 
Even thinking about it turns his hair grey. 
The message is clear: if you fail to prepare 
for it, ageing will age you. m 


Chaguan | What Chinese public anger means 


The politics of a bungled lockdown in Shanghai 


NE CONSEQUENCE of imposing a pandemic lockdown on 
Shanghai, China’s worldliest and stroppiest city, is a stream of 
smartphone videos showing officials being yelled at by locals. As 
this metropolis of 25m people approaches a month of near-paraly- 
sis, these filmed confrontations have taken on a darker tone. 
Social-media posts show locked-in residents shouting at visit- 
ing delegations of officials that they have no food, or that govern- 
ment rations are rotten when delivered. There are videos of Shang- 
hai citizens tearing down green metal fences that suddenly ap- 


peared around apartment blocks and streets designated as “hard © 


quarantine” sites, after covid-19 cases were found nearby. Other 
locals filmed their neighbours being beaten by white-overalled 
guards for defying pandemic controls. A Shanghai blogger re- 


leased “Voices of April”, a six-minute compilation of protest slo- — 


gans chanted from windows, citizens’ complaints live-streamed 
from grim quarantine centres, anguished telephone calls to gov- 
ernment hotlines, and other recorded moments of discontent. 
Shared widely as an online video, it was viewed more than 100m 
times before censors set to work deleting every version they could 
find. This draconian response was an own goal, as even relatively 
sheltered, apolitical netizens across the country were given a 
glimpse of censorship at work in real time. 

These rare displays of public anger in tightly policed China 
have made headlines worldwide. In the leafy embassy districts of 
Beijing, 1100km north of Shanghai, envoys ask one another 
whether a crisis looms for the ruling Communist Party. As China’s 
pandemic controls become ever more openly repressive, some 
foreigners wonder whether growing brutality indicates that the 
machinery of state is malfunctioning. Behind closed doors, for- 
eign diplomats and business bosses debate whether a public loss 
of trust in the party’s competence might complicate the year’s big 
political event: a congress expected to crown Xi Jinping China’s 
supreme leader for a further five years, or even for life. Some of 
those questions are the wrong ones to ask. 

In a country with a free press, a functioning opposition ora po- 
litical system that set any store by the rights of individuals, scenes 
of mass hunger in Shanghai, China’s most affluent city, would al- 
ready be a vulnerability for Mr Xi—especially when the concurrent 


lockdowns imposed on dozens of less privileged cities are added 
to the tally sheet of China’s pandemic-control costs and benefits. 
After all, for two years now Mr Xi has been lionised by propaganda 
outlets as the “commander-in-chief of a people’s war” against co- 
vid, whose stringent but benevolent strategies have saved mil- 
lions of lives, demonstrating the superiority of Communist Party 
rule over decadent, liberty-obsessed Western democracies. 

Yet as it is, images of Shanghainese being clubbed as they tear 
down fences do not by themselves mean that China’s machinery 
of power is misfiring. Bossy, even arbitrary or irrational orders 
that must be obeyed are a feature of Communist Party rule work- 
ing as intended, not a bug. China’s covid response is a utilitarian 
experiment. To stop the virus from killing millions in a country 
with lots of unhealthy, poorly vaccinated old people and a weak 
health-care system, leaders have spent two years locking down 
cities and regions unlucky enough to harbour cases. In return, 
most of China’s 1.4bn people have lived in an orderly, largely co- 
vid-free society, albeit one marked by intrusive surveillance and 


. Movement-tracking that most Westerners would never accept. 


In China’s majoritarian system, minorities who resist the par- 
ty’s will must be crushed. In other contexts those minorities may 
be ethnic, religious or ideological, or unlucky sorts in the way of a 
party priority. In all cases, dissent is treated as sabotage. Some an- 
ger on display in Shanghai arguably stems from locals’ shock at 
being on the wrong end of a minority-majority divide for once. 

If they were a bit less paranoid, party bosses might be some- 
what comforted by complaints heard in Shanghai. Citizens filmed 
shouting at officials are demanding more government help, not 
calling for a revolution. Even those silenced “Voices of April” are 
hardly subversive. That video includes recordings of Shanghai 
citizens pleading for officials to admit loved ones to hospital or to 
distribute rations as promised. Party workers are heard sighing for 
superiors to issue better orders. In another clip a lorry driver 
thanks a kindly policeman for bringing him food. These voices fit 
within Chinese traditions of citizens petitioning those in power 
for aid or redress. Still they were censored. 


Plan B is Plan A with fences and sticks 

Nor are China’s angry voices accusing party chiefs of Raving made 
a mistake by pursuing a zero-covid strategy until now. Rather, 
most are expressing disappointment at how badly it is working in 
Shanghai and other cities, and alarm at its spiralling economic 
and social costs. It does not help that party chiefs spent two years 
over-claiming for policies that were always a least-bad option ina 
country with China’s chronic health woes. Instead of reckoning 
honestly with the trade-offs inherent in their strict approach, offi- 
cials and propaganda outlets called it a wise and kindly choice that 
helps all Chinese people. Then those same official voices quickly 
pivoted back to their preferred pandemic narrative: the many 
downsides of covid responses in the West. Now, the disadvantages 
of China’s policies are in turn becoming hard to hide. 

If party history is any guide, public anger is rarely by itself a 
threat to Chinese leaders. Popular discontent matters when it 
gives cover to rival factions within the elite, allowing them to ar- 
gue that poor performance is undermining the party’s claim to 
rule. A flawless 20th Party Congress for Mr Xi later this year may 
rest on eliminating all possible rivals, and making others carry the 
can if covid continues to batter China. Before then, if party leaders 
are at all vulnerable, it is because they look incompetent, not be- 
cause their ruthlessness has been caught on camera. E 
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An exhausted people limp to the polls 


BEIRUT 


Even a horrendous financial crisis may not oust a corrupt ruling elite 


NE way to predict the future in Leba- 

non is to look at election billboards 
and imagine the opposite. The last time 
voters chose a parliament, in 2018, roads 
across the country were lined with cheery 
messages. “Our port will come”, read one, 
referring to a tourist harbour that would 
woo cruise ships and boost the economy. 
Another hailed Lebanon’s financial stabili- 
ty: “Currencies around us are collapsing, 
but our lira is firm.” In the years that fol- 
lowed, Lebanon’s main port was wrecked 
-by one of the largest non-nuclear explo- 
sions ever seen (pictured above), and the 
lira lost more than 94% of its value. 

The same pattern may apply this year. 
Lebanon will hold legislative elections on 
May 15th. Nattily dressed candidates grin 
from ubiquitous billboards. The most 
common word on them seems to be 
“change”. Everyone promises reform. Yet 
the most likely result is more of the same. 

If ever there was a moment for a throw- 
out-the-bums vote, this should be it. Leba- 
non is in one of the worst economic crises 
in modern history. GDP has shrunk by 58% 
since 2019 (see chart on next page). Annual 


inflation is above 200%. The minimum 
wage is worth about $1a day. The UN counts 


three in four Lebanese as poor. 


In a once-vibrant bit of the capital, 
young men dive into skips at dawn, look- 
ing for something to sell. At dusk pension- 
ers come out to beg for spare change. 
Nightfall brings an eerie darkness: most 
streetlights and traffic signals no longer 
work. The faces on the billboards seem to 
be the only ones smiling. 

The rough cause of all this was the un- 
ravelling in 2019 of a state-run Ponzi 
scheme to support a currency peg and pay 
for yawning fiscal and trade deficits. But 
the crisis’s origins go back much further. 

The political class that carved up power 


after Lebanon’s civil war ended in 1990 ` 
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built a corrupt, inept order. They stole bil- 


lions through dodgy contracts and bribes, 


spending $4o0bn subsidising a state-run 
power utility that never provided 24-hour 
electricity. “The government, the MPs, the 
ministries, they are a single entity, jointly 
liable,” says Roy Badaro, an economist. 
“The system is totally locked by these peo- 
ple, even if they're enemies politically.” 

A record 1,043 candidates registered to 
run for128 seats in the May election (42 lat- 
er withdrew). Sawti (“My Voice”), an activ- 
ist group, describes 212 as “alternative” 
candidates with no links to the ruling elite. 
In the Metn district outside Beirut, for ex- 
ample, campaigners hope to sink Ibrahim 
Kanaan, an MP who has worked closely 
with banks to obstruct a financial-recovery 
plan. His main challenger is Jad Ghosn, an 
independent journalist known for report- 
ing on political and economic woes. | 

Beirut Madinati (“Beirut, My City”), a 
technocratic group, is fielding 1 candi- 
dates in the capital, hoping to capitalise on 
anger over the port explosion of 2020. 
Caused by thousands of tonnes of ammo- 
nium nitrate stored improperly for years, 
the blast killed at least 218 people, gutting 
much of the city centre. No one in power 
was punished. Politicians have worked to 
obstruct the official investigation. | 

But translating anger into votes will be 
hard. Campaign-finance laws are weak and 
favour deep-pocketed incumbents. Bill- 


boards alone cost as much as $8,500—be- 


yond the reach of a grassroots campaign. 
Independents have tried to spread their pp 


p messages on social media instead. Vote- 
buying is legal. With so much of the popu- 
lation in desperate circumstances, it may 
be easier for party bosses to buy support. 
Some 244,000 expats have registered to 
vote, three times as many as in 2018. Some 
activists hope the diaspora will be less like- 
ly to back sectarian parties. But many ex- 
pats have still not got instructions on how. 
to vote. Embassy budgets have shrunk 
amid the crisis (diplomats have been told 
to watch their toilet-roll consumption). 
With widespread blackouts due to fuel 
shortages, ballots may literally be counted 


in the dark. Bassam Mawlawi, the interior 


minister, says the electricity firm asked for 
$16m to power polling places, more than 
the entire election budget. In the past votes 
have been counted fairly; some fear that 
will not be the case this time. 

The opposition has also made missteps, 
chiefly its failure to run a unified slate. 
Charbel Nahas, a leftist former minister, 
has backed scores of candidates. In most 
areas, though, they are competing against 
one or two other “alternative” lists, as well 
as the old established parties. | 

Lebanon’s complex electoral law, which 
even many voters do not understand, mix- 
es sectarian quotas with a proportional-list 
system. But parties that fail to meet a mini- 
mum threshold win no seats. The compet- 
ing lists will split the opposition vote. | 

Some reformers want to make the elec- 
tion a referendum on Hizbullah, the Shia 
militia-cum-political party that is a power- 
ful defender of the sectarian system. That 
has led to dalliances with figures from the 
old guard, such as Samy Gemayel, the boss 
of Kataeb, a Christian party with paramili- 
tary links. Others refuse to co-operate with 
parties of the old era. 

Expectations are low. Some campaign- 
ers say four or five independent MPs would 
count as a victory. Hizbullah retains deep 
support among its co-religionists and re- 
mains the strongest armed force in Leba- 
non; it will not be voted into irrelevance. 

Election night is an anticlimax, as the 


work of forming a government invariably | 


drags on long after. The last election was 
followed by nine months of horse-trading. 

Under Lebanon’s sectarian power-shar- 
ing system, the prime minister must be a 
Sunni Muslim. Yet it is unclear who will 
lead that community after the election. Na- 
jib Mikati, the prime minister since Sep- 
tember, is not on the ballot. Nor is Saad Ha- 
riri, who spent two terms in the post:.his 
Future Movement is not fielding any can- 
didates. By October parliament must also 


pick a president to replace Michel Aoun, 


whose six-year term is ending. With so 
much uncertainty around two of the top 
three jobs, it may take months to reach 
consensus on a new government. 

Lebanon has no time to waste. On April 
7th the IMF signed a tentative agreement 


which could include a $3bn loan. To un- 
lock that money, however, Lebanon will 
have to start restructuring the banks. Par- 
liament has yet to pass a capital-controls 
law or overhaul bank-secrecy regulations, 
among many other unfinished tasks. 

It is hard to be optimistic about the 
vote. Many Lebanese with money or for- 
eign passports have left. Many less fortu- 
nate are trying to follow. On April 23rd a 
boat carrying migrants illegally towards 
Cyprus capsized. At least seven people died 
and dozens more are missing. A survey by 
Arab Barometer, a pollster, found that 48% 
of Lebanese (and 63% of young ones) want 
to emigrate. Whatever happens at polling 
stations in May, many Lebanese will con- 
tinue to vote with their feet. m 


Israel, Ukraine and the Holocaust 


Awkward | 
narratives 


JERUSALEM 
The war in Ukraine has stirred old 
. arguments about history 


OUNT OF REMEMBRANCE On the west- 
Men edge of Jerusalem is encircled by 
thousands of trees, many with a sign nam- 
ing a person and a country. The Avenue of 
the Righteous among the Nations, a project 
begun in 1962 by Yad Vashem, Israel’s na- 
tional authority for Holocaust remem- 


brance, links to the museum and monu- © 


ments commemorating the extermination 
of Europe’s Jews, many of them in Ukraine. 
Recognition as a Righteous Gentile, a 
great honour, granted mainly posthu- 
mously, to non-Jews who risked their lives 
to try to save Jews from deportation and 
murder during the Holocaust, is a labor- 
ious procedure. Each case is carefully vet- 
ted by acommittee of historians chaired by 
a judge on Israel’s Supreme Court. But in 
recent years the process has become more 
controversial and political, as various gov- 
ernments seek to build self-serving na- 
tional narratives. Some highlight their citi- 
zens who saved Jews, but ignore or even 
deny the many cases of those who collabo- 
rated with the Nazis. | 
“Holocaust denial is less common to- 
day, yet Holocaust distortion with its va- 
rious faces is alarming,” says Havi Drei- 
fuss, a historian at Yad Vashem. “One of its 
expressions is the attempt by some coun- 
tries to artificially increase their number of 
Righteous among the Nations and claim 
that these noble exceptions reflect their 
- entire national story during the Holo- 
caust.” Yad Vashem stresses that the num- 
ber of Righteous Gentiles from any country 
does not necessarily reflect an entire soci- 
ety’s conduct during the Holocaust. 
Poland has the most (see chart). This is 
to be expected, as the German death camps 


were in its occupied territory and Poland 
had the largest Jewish population in Eu- 
rope when the second world war began. 
Members of its current nationalist govern- 
ment have sought to use this statistic to 
justify a law passed in 2018 criminalising 
any accusation that many Poles collaborat- 
ed with the Nazis. Yet many did; there were 
Polish villains as well as victims. 

More recently Ukraine’s Jewish presi- 
dent, Volodymyr Zelensky, was rebuked in 
Israel after his speech to its parliament. 
Calling for Israel to back his country 


against Russia, he emphasised Ukrainians 


who saved Jews in the Holocaust but ig- 
nored those who co-operated with Hitler. 
After Vladimir Putin invaded Ukraine in 
February on the pretext of “denazifying” its 


Africa's debt crisis 


Debt and denial 


PARIS 


government, Yad Vashem condemned Rus- 
sia for “trivialising and distorting the his- 
torical facts of the Holocaust”. 

Some Israeli politicians have also 
sought to use the Holocaust for their own 
cause. When he was prime minister, Binya- 
min Netanyahu would use Holocaust Mar- 
tyr’ and Heroes’ Remembrance Day, 
marked every year after Passover, to in- 
veigh against threats to Jews from Iran and 
radical Islam. In one of his own speeches at 
Yad Vashem, President Reuven Rivlin 
warned against the notion that “every 
threat to Israel is existential and every Isra- 
el-hating leader is Hitler”. This was taken 
as a rebuke to Mr Netanyahu. Mr Zelensky 
will not be the last European or Israeli lead- 
er to fall foul of Holocaust historians. m 


Defaults are unlikely in sub-Saharan Africa this year. But the pain is real 


FRICAN FINANCE ministers trying to 

manage debt must be cursing their 
luck. First the pandemic slammed their fi- 
nances. In December a pandemic-inspired 
scheme to suspend interest payments to 
bilateral creditors ended. It had delayed 
debt problems but did not fix them. In Feb- 
ruary Russian tanks rolled into Ukraine 
and jumpy investors began to ditch African 
government bonds. In March the Federal 
Reserve began to raise interest rates, which 
will make financing pricier everywhere. 
Meanwhile, China, a big economic partner 
for the continent, is struggling because ofa 
rumbling property-debt problem of its 
own and lockdowns to slow covid-19. 

All this has taken a toll. In 2015 the IMF 
judged that eight countries in sub-Saharan 
Africa were in debt distress or at high risk 
of it. Zambia defaulted in 2020. By March 
the IMF's list had grown to 23 countries. Af- 
rican governments owe money not only to 
rich countries and multilateral banks but 
also to China and bondholders. : 

The good news is that few countries in 
sub-Saharan Africa need to make big prin- 
cipal repayments to private creditors this 
year. It is therefore unlikely that there will 
be bond defaults in sub-Saharan Africa in 
2022, even as countries elsewhere miss 
payments, says Gregory Smith, an econo- 
mist and fund manager. In Sri Lanka, for 
example, protesters are occupying the en- 
trance to the president’s office (see Banyan) 
and the government has cancelled exams 
for millions of schoolchildren because it 
could not afford the paper to print them 
on. The bad news is that African countries 


have some of the world’s highest interest 
bills relative to revenues. That leaves less 
for spending on education and health. It 
could also foreshadow bigger trouble in 
2024, when big loan payments are due. 

In 2010, amid a commodity boom and 
after a big debt write-off for many poor 
countries, African governments were on 
average spending less than 5% of revenues 
servicing foreign loans. By 2021 this had 
jumped to 16.5%, says the Jubilee Debt 
Campaign, an NGO. This is higher than the 
12.5% average of other emerging markets. 
In Ghana external debt costs consume 44% 
of government revenues, reckons the IMF. 
Cameroon, Ethiopia and Malawi all shelled 
out about a quarter of revenues. 

For oil exporters such as Angola and Ga- 
bon, higher crude prices help. In Angola 
the local currency has soared along with pp 
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> oil. Nigeria, paradoxically, may find itself 
in deeper trouble as oil prices rise. Al- 
though it exports the stuff, it also burns 
cash on fuel subsidies, which increase as 
the oil price does. It issued a $1.25bn seven- 
year bond in March, though at an expen- 
sive interest rate of 8.4%. 

The war in Ukraine has jolted metal and 
mineral prices upwards, helping export- 
ers. Yet this will be offset if dearer fuel 
drains their currency reserves, which are 
scant for many. On average about 60% of 
debt owed by sub-Saharan countries is in 
foreign currencies. Mozambique’s foreign- 
currency borrowing stands at 13% of GDP. 
There and in Angola, Rwanda and Zambia 
every 10% fall in their currency increases 
debt-to-GpP by six to 11 points, says Capital 
Economics, a consultancy. | 

These problems stem from a stubborn 
fact. Debt-funded spending by African gov- 
ernments has not generated enough eco- 
nomic growth, tax revenue or export earn- 
ings to pay back the debt comfortably. The 
pandemic bears much of the blame but 
plenty of spending was inefficient. In Gha- 


na, for example, it soars in election years ` 


and much goes on salaries and handouts. 
Few remedies appeal. Egypt, Ghana and 
Tunisia may need IMF bail-outs. These are 


unpopular, especially in Ghana, where the . 


government has staked its reputation on 
sound financial management. 
Governments could try to restructure 
their debts. When Africa's debt costs were 
previously this high, rich countries agreed 
to big write-offs. Last year the G20, a group 
of large economies, set up the Common 
Framework to help countries at risk of de- 
fault. In theory the scheme requires priv- 
ate creditors to take the same hit as govern- 
ment lenders, which may explain why they 
want nothing to do with it. The result is 


stasis. Only Chad, Ethiopia and Zambia 


have applied—and none has got beyond 
talks. Ethiopia had its credit rating cut after 
applying, putting others off trying. 

Some hope to fix their problems with- 
out outside help. That will be painful. To 
stabilise its debt Ghana needs to find sav- 
ings or taxes worth 6% of GDP, reckons 
Capital Economics. Ghana has promised to 
slash discretionary spending by almost a 
third and has ignored street protests to ram 
through a tax on electronic payments. The 
cedi, the local currency, has fallen by about 
a fifth against the dollar this year. To try to 
stop the slide the central bank recently 
raised interest rates by 2.5 percentage 
points to 17%, its biggest-ever jump. Most 
countries in sub-Saharan Africa need to 
cut spending or raise more taxes to avoid 
debt trouble, says the IMF. 

Many governments would rather bet on 
economic growth and the debt-fuelled 
spending they hope would spur it. Yet if 
that does not work, the fallout will be bru- 
tal. Just ask Sri Lankans. E 


Nigeria 


The game begins 


ABUJA 
Old hopefuls are jostling to succeed 
President Muhammadu Buhari 


N MOST PLACES, elections are about the 
future. In Nigeria, oddly, they start witha 


bow to acoup-ridden past. Every four years — 


wannabe presidents stream to a sprawling 


hilltop villa, where they try to win the fa- 


vour of Ibrahim Babangida, a former mili- 
tary dictator. The next big stop on this pil- 
grimage is the farmhouse of Olusegun 
Obasanjo, who also was head of a military 
government (and was later an elected pres- 
ident). The ambitious also visit the palaces 
of local chiefs and religious leaders. 


This year is no different, as rivals jostle 


to replace Muhammadu Buhari, another 
former military ruler, whose second and fi- 
nal term as an elected president ends next 
year. The contest is perhaps the most im- 
portant since the end of military rule in 
1999. At stake is whether Africa’s most pop- 
ulous nation will continue its slide into 
economic stagnation and ungovernability. 

Instead of offering new ideas, the main 
contenders are engrossed in a complex 
game of strategy. They are forging fragile 
alliances and courting power-brokers and 


- money men. One of the rules of the game is 


that big jobs are to be shared out among Ni- 
geria’s six regions (containing more than 
250 squabbling ethnic groups), which are 
nearly equally split between Muslims and 
Christians. Another is that the presidency 
should rotate between the mostly Muslim 
north and the mostly Christian south. 
Start with the battle for the nomination 
of the ruling All Progressives Congress 
(APC) in primaries next month. Bola Tinu- 
bu, perhaps the most powerful politician 
in the Yoruba-speaking south-west, thinks 


Less fun than it looks 


he ought to get it as a reward for assem- 
bling the broad opposition alliance that 
took power in 2015. He wanted to be on the 
ballot then as vice-president, with a view 
to running for the top job later. But those 
elections were balanced on a knife-edge 
amid religious and regional tensions, and 
it would have been politically toxic to have 
Mr Tinubu, a Yoruba Muslim, running 
alongside Mr Buhari, a Muslim from the 
north. So Mr Tinubu held back and nomi- 
nated Yemi Osinbajo, a lawyer and mega- 
church pastor. 3 

Mr Osinbajo has since proved a quick 
study in the third rule of the game: treach- 
ery. In April he threw his patron under a 
bus and said he would run against him for 
the nomination. He may have been en- 
couraged by Mr Buhari’s reluctance to sup- 
port the 70-year-old Mr Tinubu (the presi- 


dent is thought to favour Godwin Emefiele, 


his pliant central-bank governor) and by 
the expectation that it is the turn of a 
southern Christian to be president. 
Although more competent than his 
boss, Mr Osinbajo promises to continue Mr 
Buhari’s policies of building infrastruc- 
ture, mostly with Chinese loans, and of 
meddling in the economy in the hope of di- 
versifying away from oil. Given Nigeria's 
sorry state, it is baffling why he is present- 
ing himself as a continuity candidate. In 
any case, he does not have Mr Tinubu’s 
deep pockets to fund a costly campaign. 
An equally skilful game is being played 
in the opposition People’s Democratic Par- 


_ty (PDP), which ruled from 1999 to 2015. Ati- 


ku Abubakar, a former vice-president, fan- 
cies another shot after five failed ones. He 
is 75, so it may be his last. Mr Abubakar, a 
northern Muslim, will see the populous 
north as his base, particularly if the APC 
fields a southerner. He too has deep pock- 
ets—and convictions. Voters have repeat- 


edly turned up their noses at his plans to 


privatise state-owned assets, perhaps for 
fear that corruption might infect the pro- 
cess, but he has stuck to his guns. 

Still, Mr Abubakar is not a shoo-in for 
the ppp. Edwin Clark, a 94-year-old party 
elder, says it should choose a candidate for 
the first time from among the Igbos, the 
smallest of Nigeria’s three main groups 
and one with a history of separatism. 

Messrs Abubakar and Tinubu hold little 
appeal for the half of Nigerians who are 
aged 19 or younger and who see politics asa 
stitch-up by septuagenarians. That may ex- 
plain why little more than a third of voters 
bothered to turn out in 2019. Yet the coun-. 
try sorely needs new ideas—and vim—in 


Aso Villa, the president’s compound. “The 


old faces contesting for the presidency’, 
says Ayisha Osori of the Open Society Ini- 
tiative For West Africa, an advocacy and 
philanthropy group, “indicate a tone-deaf- 
ness and inability to conceive of a Nigeria 
that can be and needs to be different.” im. 


Macron rolls up his sleeves 


PARIS 


Freshly re-elected, the president prepares for a tough second term 


TANDING BEFORE the illuminated back- 

drop of the Eiffel Tower on election 
night, Emmanuel Macron made history, 
and then a promise. In a run-off vote on 
April 24th that defied modern precedent, 
the 44-year-old centrist president was re- 
elected with 58.5% of the vote. He roundly 
defeated the nationalist-populist Marine 
Le Pen, who secured 41.5%. Mr Macron is 
now the only sitting president with a go- 
verning majority since the Fifth Republic 
was established in 1958 to have been re- 
elected by direct universal suffrage. 

It was a personal triumph for Mr Mac- 
ron, who has run for election only twice: 
each time for the presidency, each time 
with success. His fledgling political party, 
now called La République en Marche 
(LREM), was set up just six years ago. The 
last time the French re-elected an incum- 
bent—Jacques Chirac in 2002—Mr Macron 
was a student intern in Nigeria, studying at 
the Ecole Nationale d'Administration. 

It was also, at least partially, a victory 
for centrist, broadly liberal, pro-European 


politics over the forces of nationalism and 
populism. Mr Macron framed the run-off 
vote as one for or against tolerance, free- 
dom and the European Union. On election 
night, he emerged to the strains of the EU 
anthem, and his supporters waved the EU 
flag. Ms Le Pen called it a choice between 
the people and the “globalist” Parisian 
elite. In the end, 42% of the 7.7m voters 
who preferred the radical-left Jean-Luc Mé- 
lenchon in the first round backed Mr Mac- 
ron in the second, according to an Ipsos 
poll; only 17% of them went for Ms Le Pen. 
The result, though, also carried a warn- 
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ing. In 2002 Ms Le Pen’s father, Jean-Marie 
Le Pen, scored a mere 18% in the presiden- 
tial run-off. In 2017, when Mr Macron de- 
feated Ms Le Pen for the first time, she 
nearly doubled that result, securing 34%. 
Now, even in defeat, she has never come so 
close to winning the highest office. 

Indeed at Mr Macron’s victory rally the 
mood was one of relief, not euphoria. “I’m 
just so thankful it’s not Marine Le Pen,” 
said Léa, a 23-year-old student out cele- 
brating with friends. “We were really wor- 
ried she might win.” When Mr Macron took 
to the stage, he stressed the point: “I know 
that many citizens voted for me not in sup- 
port of my ideas but to keep out those of the 
far right.” Hence the promise he made that 
night: of a “new era”, of “five better years” 
not just five more years, with a more inclu- 
sive and consultative governing style. 

As he prepares for a second term, Mr 
Macron faces two challenges. First, sec- 
ond-round voting patterns reflected a 
deeply fractured France. Fully 85% of the 
electorate in Paris backed Mr Macron. In 
the village of Auchy-les-Mines, in the for- 
mer mining basin of the north, 69% voted 
for Ms Le Pen. Thanks to campaign prom- 
ises to ease the cost of living and stand up 
for the downtrodden, Ms Le Pen pushed 
out of the rustbelt of the north and east, 
and her party's old stronghold in Provence 
and the Riviera, into many rural and semi- 
rural parts. Mr Macron will need to finda 
way to speak to the people of disaffected | 


> France, and show that he is governing for 


them too. : 

Second, ahead of legislative elections 
on June 12th and1gth, Mr Macron faces a vi- 
tulently hostile opposition, which calls 
him a president “by default”. The moment 
the result was out, Mr Mélenchon declared 
him “the. most poorly elected” modern 
president. This is on the grounds that turn- 
out, at 72%, was three points below that in 
2017 and the lowest since 1969—although 
still higher than at recent national elec- 
tions in America and Britain. Moreover, ar- 
gues Mr Mélenchon’s camp, since the left 
was “forced” to vote for Mr Macron, the 
president lacks a real mandate. To try to 
block him, Mr Mélenchon is calling for a 
“popular union” of the left for the legisla- 
tive elections. His campaign poster says 
simply: “Mélenchon, prime minister’. 

Winning in June will be crucial if Mr 
Macron is to shrug off such charges and 
press ahead with reform, such as his plan 


to raise the retirement age from 62 years to- 


64 or 65. Mr Macron’s LREM and allied par- 
ties currently hold 60% of the seats. Since 
France in 2000 shortened the presidential 
term to match the parliamentary one, vot- 


ers have backed each president with a leg- . 


islative majority. “The constitutional logic 
is for us to win another majority, but it will 
be really hard work, and we will have to 
fight constituency by constituency,” says 
Roland Lescure, an LREM deputy. 

The toughest rival could well be Mr Mé- 
lenchon, but only if he manages to reach a 
deal with the Greens and Socialists. Given 
their differences over such things as the EU 
and arming Ukraine (he is sceptical about 
both), this is by no means guaranteed; the 
wounded Socialists seem keener than the 
Greens. Ms Le Pen, meanwhile, is expected 
to win a lot more than her current total of 
seven seats, although the two-round vot- 
ing system does not favour her party. For 
their part, the Republicans stand to lose a 
. chunk of their 101 seats. Their presidential 


candidate, Valérie Pécresse, came in a hu- 
miliating fifth place, and they have ruled 
out any electoral alliance with either the 
nationalists or LREM. 

The most likely scenario, says Vincent 
Martigny, at Sciences Po university, is an- 
other majority coalition of LREM and allies. 
This would include a movement created by 
Edouard Philippe, Mr Macron’s ex-Repub- 


lican former prime minister. Behind-the- _ 


scenes bargaining for constituencies is 
now under way. Mr Macron says he will 
shortly name a new prime minister, to re- 
place Jean Castex. As ever, he has kept his 
choice secret, hinting only at his prefer- 
ence for someone with a record on green 
and social issues. Elisabeth Borne, his la- 
bour minister, is one name circulating. 
Even so, the real opposition could 
emerge on the streets. That is why Mr Mac- 
ron’s promise to govern differently could 
determine whether he can forge a consen- 
sus about change, rather than dictate it 


from on high. He has now defeated the ~ 
_ forces of populism twice. For this, history 


will judge him well. But he will now have to 
fight his own instinct to take all decisions 
himself. And he has his work cut out if he is 
to renew the appeal of liberal politics, and 
reverse that of the extremes. E 


War in Ukraine 
Pushing for 
“victory” 


WASHINGTON, DC , 
America and Britain signal a new 
mindset, but the endgame is unclear 


a E GOTTA MOVE at the speed of war,” 

declared Lloyd Austin, America’s 
defence secretary, as he signalled a new, 
more intense phase in the West’s effort to 
help Ukraine repel Russia's invasion. It in- 
volves providing more and heavier weap- 
ons, sustaining the effort for months and, 


above all, embracing the belief that Uk- | 


raine can now “win”. 

America’s novel sense of purpose was 
apparent after Mr Austin and Antony Blin- 
ken, the secretary of state, returned froma 


furtive visit to Kyiv on April 24th. The Uk- 


rainians, Mr Austin said, “have the mind- 
set that they want to win; we have the 
mindset that we want to help them win.” 
What is more, he said, “We want to see Rus- 
sia weakened to the degree that it can’t do 
the kinds of things that it has done in in- 
vading Ukraine.” : 
This was a notable change of tone and 
ambition. In London on April 27th, Liz 
Truss, Britain’s combative foreign secre- 
tary, echoed the sentiment. “Ukraine's vic- 
tory is a strategic imperative for all of us,” 
she declared. The West had to be “prepared 


More where that came from 


for the long haul”. And on April 28th Presi- 
dent Joe Biden proposed a new law autho- 
rising the government to sell assets seized 
from Russian oligarchs under various 
sanctions and use the proceeds to help Uk- 
raine. Despite serious worries about due 
process, this extraordinary measure seems 
likely to be supported by Congress after the 


. House backed a similar, non-binding bill 


by 417 votes to 8. 

To turn such talk into reality is harder. 
Mr Austin hosted a gathering in Germany 
on April 26th of some 40 countries to rally 
more military support for Ukraine. They 
included not just NATO allies but friends 
from Asia, the Middle East and Africa. It 
will meet monthly. Already there has been 
a shift in the weapons being given to Uk- 
raine: not just portable anti-tank arms but 
now armoured vehicles, tanks and howit- 
zers; not just Stinger shoulder-fired anti- 
aircraft missiles but also parts for fighter 
jets (and some talk of sending aircraft, too). 


Germany, reversing its refusal to provide 


heavy weapons, announced it would be 
sending 50 Gepard anti-aircraft armoured 
vehicles, which would be useful in shoot- 
ing down low-flying aircraft and drones. 
America says the heavier equipment is 
needed in the next stage of the war. Having 
given up on taking Kyiv, Russia has massed 
its troops in the south and east, where the 
terrain is more open. Ukraine thus needs 
“long-range fires” and the ability to 
manoeuvre. Ukrainian officials say they do 
not yet have enough to go on the offensive. 
. Russia has been making slow progress. 
It has taken over a succession of villages 
and has all but established an eastern land 
corridor between Crimea and Donbas (re- 
gions it conquered in 2014), although a 
pocket of Ukrainian soldiers is still hold- 
ing out in the Azovstal steel plant in the 
devastated port city of Mariupol. Russia 
may be hoping to take enough land to de- pp 


» clare success by May 9th, when Russia cel- 
ebrates Victory Day, marking the Soviet 
Union’s defeat of Nazi Germany. 

It may want to go further. Rustam Min- 
nekayev, deputy commander of Russia’s 
central military district, recently said the 
aim is to take control of all of southern Uk- 
raine. If so, Russia still intends to seize a 
western land corridor to link Crimea to the 
enclave of Transnistria, a Russian-backed 
Separatist region of Moldova, on Ukraine’s 
western border. This seems a much taller 
order, requiring Russia to take Mykolaiv 
and Odessa, where Ukrainian defences 
have been strengthened. 

That said, mysterious bombings in 
Transnistria, held by some 1,500 Russian 
soldiers, have caused jitters. Local authori- 
ties said two antennae broadcasting Rus- 
sian radio were blown up on April 26th, a 
day after an attack on the region’s state se- 
curity ministry. The pro-EU Moldovan gov- 
ernment suspects these are false-flag inci- 
dents staged by Russia to destabilise it. In 
southern Russia, meanwhile, Ukraine has 
made little effort to disguise its role in 
“payback” attacks against fuel- and weap- 
ons-storage facilities—a move endorsed by 
a British junior defence minister. 

For all the talk of winning, the West’s 
aims are unclear. Ms Truss speaks of “going 
further and faster to push Russia out of the 

whole of Ukraine”. Mr Blinken is more cau- 
= tious. He has spoken of the need for a 
ceasefire, and has said that “the end-state 
should be determined by the Ukrainians as 
a sovereign, independent country.” 

The uN Secretary-General, António Gu- 
terres, visiting Kyiv after going to Moscow 
on April 25th, tweeted: “The sooner this 
war ends, the better—for the sake of Uk- 
raine, Russia, and the world.” His spokes- 
man said Russia had agreed in principle to 
let the UN help evacuate civilians from Ma- 
riupol. But his efforts have angered Uk- 
raine, which says he should have gone first 
to Kyiv to see evidence of Russia’s atroc- 
ities. For its part, Russia is trying to divide 
the European allies through a combination 
of threats, such as warning of the danger of 
a nuclear exchange, and applying econom- 
ic pressure by cutting off gas supplies to 
Poland and Bulgaria on April 27th. 

-~ Many experts now see parallels with the 
“winter war” of 1939-40, when Finland 
fought off the Soviet Union for months but 
was ultimately forced to cede territory and 
for decades afterwards had to maintain a 
precarious neutrality. “I used to think the 
winter war was the best that Ukraine could 
achieve. I now think it’s the best Russia can 
achieve,” says Dan Fried of the Atlantic 
Council, a think-tank in Washington. “An- 
other scenario is possible: the defeat of Im- 
perial Russia by the Japanese in 1905.” If 
there is a partition, he argues, it is unlikely 
to be a stable peace but, more probably, a 
dangerous armed truce. E 
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Ukrainian refugees in Poland 


The wreckage 
within 


WARSAW i 
Traumatised refugees need care that 
their hosts are ill-equipped to provide 


ULIA MALINOVSKA looks from a win- 

dow in a Warsaw office building where 
400 Ukrainian women and children are be- 
ing put up. As a plane crosses the sky she 
huddles over her eight-month-old daugh- 
ter. Her eyes, fixed on the distance, turn to 
tears. “Every plane scares me now,” she 
sobs. She is safe, after escaping from a dis- 
trict of Kyiv that was hit by Russian planes, 
but her mind is still in turmoil. “The mo- 
ment you accept your own death, some- 
thing in you changes.” 

More than 5m people have fled the Rus- 
sian invasion, and many have carried with 
them trauma and loss. That has been com- 
pounded by the economic stress of living 
abroad, and by family separation—Ukrai- 


nian men aged 18-60 must stay and help | 


defend their country. The World Health Or- 
ganisation (WHO) estimated in March that 
at least half a million refugees were suffer- 
ing from mental-health issues. That has 
overwhelmed the already inadequate men- 
tal-health infrastructure of their eastern 
European hosts. 

Agnieszka Siwinska, who heads a clinic 
in Warsaw, says that she has seen an influx 
of 150 new patients, roughly a 25% in- 
crease. She enlisted psychology students 
who speak Ukrainian or Russian to help 
put the newcomers at ease. She has also 
distributed dozens of “sensory backpacks” 
with toys for shell-shocked children. The 
next challenge is to find specialists for 
long-term treatment. Psychological trau- 


a ON 
Safe only physically 
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ma specialists are so rare in Poland that 
one flew in from Britain to help out. 

The problems are a result of a long- 
standing neglect of mental health in east- 
ern Europe. Poland, the main destination 
for refugees and home to more than half of 
them, had a third the number of psychia- 
trists per person as Germany at the time of 
a comparison in 2016. The country spends 
only 3.4% of its health budget on mental 
health, the. lowest level in the EU apart 
from Bulgaria. It takes on average three 
months to get a psychiatric appointment 
in next-door Slovakia. 

To plug the gaps, the Eu has suggested 
that countries recognise the qualifications 
of Ukrainian professionals to allow them 
to work with local services. It has also 
pledged €9m ($9.5m) in funding for NGOs 
that provide psychological relief. Gabriella 
Brent of Amna, a humanitarian group, says 
that much of “psychological first aid” 
comes down to harm reduction, and can be 
provided by trained volunteers. Under- 
standing the patients’ language and con- 
text can render them more effective as ini- 
tial responders than foreign professionals. 

If the acute phase of the conflict sub- 
sides and people start to return home, the 
need for psychiatric support in Ukraine is 
likely to grow substantially. As other con- 
flicts have shown, a drawn-out war of attri- 
tion could pile on mental casualties. Syria 
Relief, a charity, estimated last year that 
three-quarters of Syrian refugees in Turkey 
and Lebanon may have had serious men- 
tal-health symptoms. Ukraine already had 
the world’s highest prevalence of depres- 


sion, at 6.3% of the population, according 


to a 2017 WHO study. 

Since that report, Ukraine has made im- 
provements. Just as it has trained its mili- 
tary muscles by fighting Russian-backed 
separatists in its east since 2014, it has de- 
veloped its mental-health response, by ca- 
tering to the needs of combatants and vet- 
erans. Marta Pyvovarenko is one of 40 psy- 
chologists and psychiatrists in the WHO’s 
Mental Health Gap Action Programme who 
since 2019 have trained more than 3,000 
doctors in Ukraine to offer emergency 
mental-health aid in conditions of war. 

Attitudes are changing. A tradition of 
tight-lipped stoicism is easing, as people 
learn to talk more openly about their pro- 
blems. Suspicion of psychiatry, under- 
standable given the old Soviet habit of de- 
claring dissidents mentally ill and locking 
them up, is easing too. Charities campaign 
to reduce suicide, which is worryingly 
common. The government wants to shift 
from an archaic system of providing care 
in closed facilities towards looking after 
people at home and trying to reintegrate 
them into society. All this will help Uk- 
raine cope with the mental scars of war, 
says Ms Pyvovarenko. As support increas- 
es, she says, “the stigma is decreasing.” m 


Turkey | 
“Judicial 
assassination” 


ISTANBUL 
A Turkish court sentences an activist 
to life in prison 


VER THE course of the war in Ukraine, 

Turkey’s government has earned some 
goodwill in the West by publicly opposing 
Russia’s invasion and by providing Uk- 
raine with armed drones. On April 25th a 
lot of that goodwill went up in smoke, 
when a court in Istanbul handed Osman 
Kavala, one of Turkey's most respected 
civil-society activists, a life sentence for 
“attempting to overthrow” the country’s 
government during protests almost a de- 
cade ago. Seven other defendants, accused 
of aiding Mr Kavala, were sentenced to 18 
years each. : 

Two of thosẹ people, Can Atalay, a law- 
yer, and Mucella Yapici, an architect, stood 
inside the courtroom facing a crowd of 
shocked onlookers, some of them wiping 
away tears, moments after hearing the ver- 
dict. “They will now take us to Silivri,’ Mr 
Atalay shouted, referring to a notorious 
prison on the outskirts of Istanbul. “But 
know that we will not bow to tyranny.” In 
his closing statement, Mr Kavala, speaking 
by video link, called the case a “judicial as- 
sassination”. i 

Even by the standards of Turkey’s judi- 
ciary, which tends to do the government’s 
bidding, the prosecution of Mr Kavala has 
been a farce. The evidence against him 
should have been laughed out of court. The 
prosecution depended not only on unsub- 
stantiated speculation but also on a wilful 
blurring of protest with treacherous insur- 
rection. Mr Kavala was first arrested in late 
2017 for his involvement in the Gezi Park 
protests which had engulfed the country in 
2013. He maintained that he had supported 
the protests (and attended them), but had 
‘no role in organising them, much less in 
trying to overthrow the government. De- 
spite the authorities’ efforts to depict his 
gift of some pastries to the protesters as 
proof of his treasonous intentions, he was 
acquitted in 2020. But he was rearrested 
hours later on separate but equally pre- 
posterous charges related to a violent coup 
attempt against Turkey’s president, Recep 
Tayyip Erdogan, in 2016. An appeals court 
then overturned the acquittals in the Gezi 
Park case, paving the way for the retrial that 
has just concluded. 

When the European Court of Human 
Rights (ECHR) ordered Mr Kavala’s release, 
Turkey’s government refused to comply 
even though its membership of the Coun- 
cil of Europe requires it to do so. When the 
American ambassador to Turkey and nine 


: erase their -o business links to the 
| country. Esko. Aho, Christian Kern and 


_ Matteo Renzi—one- time leaders of Fin- 


land, Austria and Italy respectively—quit 
prominent roles on the boards of big 
Russian firms. Not so Gerhard Schröder. 


_ Germany's former chancellor has re- T 
ead of the supervisory li 


tained his seat as t 
board of Rosneft, a Russian oil giant. He 
AS. nominated to join the board of Gaz- _ 
prom, the state-controlled ae s exporter, 


would h have ! ubled th a e 


of his European colleagues urged the gov- 
ernment to abide by the ECHR ruling, Mr 
Erdogan ordered them out of the country, 
though he later relented. 

The verdict will damage relations be- 
tween Turkey and its Western allies fur- 
ther. America’s response to the ruling, a 
statement calling Mr Kavala’s conviction 
“unjust” and an example of “judicial ha- 
rassment of civil society”, was even more 
harshly phrased than the one that almost 
got its envoy kicked out last year. EU offi- 
cials have also condemned the decision. 

The verdict may be a preview of things 


| Schröder: 
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to come. The case against Mr Kavala and 
his colleagues has less to do with the 
events of 2013 than with those of 2023, 
when Turkey will hold presidential and 
parliamentary elections. These are likely 
to be the toughest of Mr Erdogan’s career. 
Turkey’s strongman now trails his rivals in 
the polls, largely as a result of his eccentric 
economic policies, which have burdened 
Turkey with an inflation rate of over 60% 
and a collapsing lira. Rather than attempt- 
ing to fix the economy, it very much looks 
as though Mr Erdogan has decided to step 
up his repression. m 


Charlemagne | Manu of the moment 


Emmanuel Macron will push for an even more French EU 


E POLITICS, AS on the catwalk, fashions come and go. In Europe 


in the 1980s it was Britain that dazzled with its daring ideas, as 
Margaret Thatcher’s state-shrinking, red-tape-slashing policies 
inspired numerous imitators and even more furious protest 
songs. In the noughties came Germany’s turn. Sensible economic 
reforms helped firms there seize the new opportunities of global- 
isation, the better to sell unstructured Hugo Boss suits to upward- 
ly mobile Russians and Chinese. Ideologically the 2020s belong to 
France. Its big idées—a scepticism of free markets, an acceptance 
_ of the state’s role in shaping everything from farming to culture, 
haughty declarations of independence from America—are vintage 


stuff. But like a Louis Vuitton clutch re-released to adoring fash- 


ionistas, this line of thinking is once again back in vogue. 


Emmanuel Macron, France’s youthful and newly re-elected — 


president, is the Eu’s man of the moment. He triumphed in part by 
thumping rivals intent on derailing the European project. March- 
ing to his victory rally on April 24th to the tune of the European an- 
them was a clear signal that Mr Macron sees his realm as extend- 
ing beyond France. And well he might. For who else could serve as 
a standard-bearer for the EU today? Britain has left. Olaf Scholz, 
the newish chancellor in Berlin, is mired in an overhaul of Ger- 
man foreign policy (it turns out that trading suits and cars for Rus- 
sian gas had geopolitical consequences). Mario Draghi, Italy’s 
prime minister, is respected but on his way out by next spring. Mr 
Macron, by contrast, will now be around for five more years. 

But it is not merely by default that Mr Macron is now Europe’s 
most consequential figure. French thinking on how the club ought 
to be run has steadily gained ground in recent years. Mr Macron 
has long fretted that Europe might “no longer be in control of [its] 
destiny” as he put it to The Economist in 2019. The Eu, he argued, 
had become dependent on others for too much—from its ability to 
innovate to military heft and even food. In a world led by unreli- 
able folk like Donald Trump, Xi Jinping and Vladimir Putin, that 
set his nerves jangling. Europe, in Mr Macron’s jargon, needs “stra- 
tegic autonomy”. That pitch for greater sovereignty encompasses 
everything from more defence spending to Europe coming up 
with its own tech giants and much else besides. 

Those (such as the British) who saw the EU as merely a single 


market were wrong, in Mr Macron’s view. Being a community in- 
volves deeper integration, long a French priority. Critics dismiss 
his idea of strategic autonomy as vague. It has gained ground 
nonetheless. The European Commission in Brussels used to block © 
member states from funnelling public money to “national cham- 
pions”. Now it is busy co- ordinating subsidies to battery firms and 
other favoured sectors. The Eu is far from having its own army, but 
national capitals have co-ordinated spending better of late, and 
were doing more of it even before Mr Putin invaded Ukraine. 

Two crises since the start of the decade have brought home Mr 
Macron’s point. Covid-19 highlighted the fragility of globalisation 
and its complex supply chains for everything from paracetamol to 
microchips. France pushed for pandemic recovery funds to be 
raised in part by joint EU borrowing—the kind of pooling of debt 
that Germany had resisted for decades. The second crisis, in Uk- 
raine, has shown that trade can indeed create ugly dependencies. 


Take energy. France, with its nuclear-power plants devised in an 


earlier spurt of strategic autonomy, is far less reliant on Mr Putin 
than is Germany, which built pipelines to Russia instead. And few- 
er people now rail against vast dollops of EU money going to farm- 
ers at a time of uncertain food supplies. : 

“We live in a French Eu at the moment,” says Charles Grant of 
the Centre for European Reform, a think-tank based in London. 
The top of the Eurocracy, including Charles Michel at the Euro- 
pean Council and Ursula von der Leyen at the commission, owe 
their jobs in no small part to backing from Mr Macron. His brand 
of political centrism is gaining ground, too: despite Viktor Orban’s 
recent victory in Hungary, other populists are getting thumped, 
most recently Janez Jansa, Slovenia’s prime minister, whose party 
lost an election on the same day that Mr Macron triumphed. 


La République en vogue 

Mr Macron has plenty of ideas for reshaping Europe left over from 
his first term. All French presidents have demanded that France 
act like, and be recognised as, a great power; Mr Macron wants the 
same for Europe. Yet he has only a national mandate, not a conti- 
nental one. He knows that no individual country, even France, can 
call the shots in the EU. Leaders must build and nurture alliances: 
Mr Macron visited all 26 of his EU neighbours during his first term. 
Still today none matters more than the Franco-German axis, Eu- 
rope’s traditional motor, and even a powerful France cannot rail- 
road the continent's biggest country into changes that don’t suit it. 
Mr Macron repeating “I told you so” will probably not be enough to 
sway Mr Scholz. A confident Germany, brave enough to take the 


tisks inherent in chasing France’s ambitions, would help Mr Mac- 


ron a lot. That is still a work in progress. 

Plenty within the Eu will resist French grandstanding. Small 
countries suspect that airy talk of co-ordinating spending on de- 
fence or technology simply means funnelling cash to big French 
and German firms. Much of eastern Europe is wary of efforts to 
boost European military strength independent of NATO, since they 
see America as the indispensable guarantor of their security. 
French public finances border on the precarious. EU rules de- 
signed to constrain deficits were rightly suspended during co- 
vid-i9. At some point they must come back—and Germany will 
once again take the lead. 

All that will be for another season. The political influence 
needed to guide the EU comes and goes, as Mr Macron well knows. 
One day, his brand of thinking will again be considered passé. For 
now he is the king of Europe’s political catwalk. m 


44 


A 


Heyo niye u 
Sbuelyo jesi 6 
doy ow" 


= 


$ 


< 
4 
Ñ| 
3 
7 


buens jea; 
40} Ouiy | 


Hey? niye u 


| HESUS) ; 


Placards, paralysis and a protocol 


BELFAST 


Elections on May 5th will widen the fissures in a fractured polity 


HE PUNDITS and the psephologists are 
Tan gearing up. On May 5th voters in 
England, Scotland and Wales will go to the 
polls in local elections: a bad result for the 
Conservatives could stoke unease among 
Tory MPs about Boris Johnson’s leadership 
after his breach of covid-era lockdown 
rules. But another election taking place 
that day is likely to prove more significant. 
For voters in Northern Ireland could 
choose as the biggest party one that does 
not want Northern Ireland to exist. 

For the past 101 years, a pro-British (or 
unionist) party has won every election to 
Stormont, the province’s governing assem- 
bly. And for the past19 years the Democrat- 
ic Unionist Party (DUP) has always been the 
victor. If the polls are accurate, that is 
about to change. 

Sinn Féin, for decades the political wing 
of the Irish Republican Army (IRA), is pro- 
jected to achieve a historic victory. That 
does not mean Irish reunification is on the 
immediate agenda. But it will add to the 
strains on the Good Friday Agreement, and 
may provoke a fresh crisis in Britain’s rela- 


tionship with the European Union. 
Sinn Féin is not a shoo-in for first place. 


Fear of defeat is the DupP’s greatest hope of | 


victory: the party’s campaign centres on 
the atavistic message that if unionist vot- 
ers do not endorse it, then they will get a 
Sinn Féin First Minister of Northern Ire- 
land. Although the posts of first and depu- 
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ty first minister are joint and equal in 
law—one cannot so much as order a pizza 
in their ministerial role without the other's 
permission—the prospect of victory for a 
party that still lauds IRA terrorists appals 
many unionists. 

Michelle O’Neill, Sinn Féin’s Stormont 
leader, has played down talk of a victory 
presaging a referendum on Irish reunifica- 
tion. Instead the party has focused its cam- 
paigning on issues such as the cost of liv- 
ing, in order to avoid incentivising union- 
ist voters to turn out. And the same polls 
which have Sinn Féin on course for victory © 
show that is only because it is losing sup-. 
port at a slower rate than the DUP. Sinn 
Féin could become the biggest party at the 
same time as its share of the vote shrinks. 

In those circumstances, there would be 
little pressure on the British government 
to call a referendum on Irish unity. Under 
the Good Friday Agreement, which in 1998 
ended 30 years of bloody sectarian strife, a 
plebiscite must be held if it appears likely 
that the Northern Irish electorate would 
vote to leave the United Kingdom. | 

Yet the past six years have shown how 
far off unity may be. An unpopular Brexit, 
years of unionist incompetence, a prime 
minister who manages to unite voters of 
all stripes in their dislike of him, and a 
growing Catholic population amount to 
the most propitious circumstances possi- 
ble for nationalism. But advocates of unity 
have only marginally shifted the dial in 
their favour: the longest-running poll on | 


> the question showed that 27% supported 
immediate unity in 2002, and 30% sup- 
ported it in 2020. Enthusiasm for reunifi- 
cation south of the border is hard to detect. 

Nonetheless, a Sinn Féin victory would 
have practical as well as symbolic implica- 
tions. Under the terms of the Good Friday 
Agreement, either of the two main parties 
can veto an administration being formed. 
The pDuP has refused to say whether it 
would participate in government if Sinn 
Féin wins. Jim Wells, a former DUP minis- 
ter, has said publicly that the party should 
refuse to share power with Sinn Féin if it 
were to get the post of first minister. Sucha 
decision would not just be undemocratic 
but idiotic: it would almost certainly boost 
republican support. | 

Even if the DuP pulls off an improbable 
victory, however, the province may not get 
a government. That is because Northern 
Ireland now has two disputed borders, not 
one. A crucial part of Mr Johnson’s Brexit 
divorce deal was the Northern Ireland Pro- 
tocol, an agreement that the province 
would stay in the Eu’s single market for 
goods and in its customs union. The proto- 
col avoided checks at the Irish land border 
but created a new Irish Sea border, which 
makes trade with Britain more difficult 
and has left many unionists believing that 
ties to “the mainland” are being severed. 

In February the pur brought down the 
devolved government in protest at the pro- 
tocol. It says it will not return to the execu- 
tive until the sea border is removed. The 
British government, which dislikes the 
protocol for many reasons, has been mak- 

ing noises about unilateral legislation to 
dismantle bits of it. That would not only 
precipitate a bitter clash with the EU but 

could see Sinn Féin, which strongly sup- 
ports the protocol, itself refuse to enter 
government in protest. 

The province has been in this position 
before: for three of the past five years, it has 
had no government. But according to Ann 
Watt of Pivotal, a think-tank, a period with- 
out an executive “will inevitably make life 
harder for individuals and families here in 
Northern Ireland—with the most vulner- 
able people disproportionately affected”. 

Moreover, the underlying strains in 
Northern Irish politics are intensifying. 
The least confrontational path to getting 
rid of the Irish Sea border seems likely to 
disappear as a result of the elections. The 
Brexit deal explicitly provides for a Stor- 
mont vote in 2024 on whether to keep the 
Irish Sea border; that vote will be decided 
by assembly members who are elected on 
May 5th. Whether the pup clings on as the 
largest party or not, it is very unlikely that 
unionists will win a majority in Stormont. 

If unionists think they have lost their 
chance to vote down the protocol, a more 


militant approach may prevail. A year ago ` 


serious rioting erupted in several parts of 


Northern Ireland; paramilitaries in bala- 
clavas openly taught children born long 
after the Good Friday Agreement how to 
make petrol bombs. The violence subsided 
as unionist leaders said politics could re- 
move the sea border, but its threat lingers. 
One reason why unionism is unlikely to 


win a majority in the upcoming election is - 


the growth in voters who shun the labels of 
“nationalist” or “unionist”. Northern Ire- 
land is no longer a polity divided by one 
sectarian line, but rather a society of three 
minorities—unionists, nationalists and 
the non-aligned (see chart). That sits very 
awkwardly with political structures de- 
signed with only two tribes in mind: the 


ballots of centrist assembly members in ef- 
fect do not count in key votes, for example. 
At some point, the Good Friday Agreement 
will have to be amended, a process which 
will be deeply contentious. 

_ When accepting his Nobel prize in liter- 
ature three years before the agreement was 
signed, the Northern Irish poet Seamus 
Heaney lamented “the dolorous circum- 
stances of my native place”. The sorrow 
then wrought by daily murder has been re- 
placed by the sorrow of political failure, 
and that is progress. But the forthcoming 
elections are likely to underline the brittle- 
ness of the province's politics. And brittle 
things tend to break. m 
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Bagehot | Sir Keir, the cynic 


A new biography paints Keir Starmer as a ruthless opportunist. He should take the compliment 


OR A MAN who could be prime minister, Sir Keir Starmer enjoys 
F: peculiar reputation as a political naif. The Labour leader was 
elected as an MP only in 2015, after a decorated career as a human- 
rights barrister and a stint as the director of public prosecutions. 
By 2020 he was party leader. To his critics, he has the air of a hob- 
byist who had reached the top of one profession and fancied a goat 
another, and who ended up as a potential prime minister due to 
circumstance rather than skill. An enjoyably hostile new biogra- 
phy of Sir Keir by Oliver Eagleton, an editor at the New Left Review, 
a socialist journal, offers an alternative view. | 

n “The Starmer Project”, the political naif turns into a be- 
quiffed Machiavelli. On this telling, Sir Keir undermined Jeremy 
Corbyn, his hard-left predecessor, as part of along-term plan to in- 
stall himself as Labour leader. He campaigned for that job on a 
platform of carrying on with Mr Corbyn’s policies. Then, once in 
power, Sir Keir organised a ruthless purge of the left-wingers who 
had taken control of the party machinery. In Mr Eagleton’s version 
of events, Sir Keir is politically rapacious and rather cynical. He 
could well be offended. But he should take it as a compliment. 

For starters, allegations of plotting protect against Boris John- 
son’s charge that the Labour leader is cut from the same cloth as 
his predecessor. Displaying a weak grasp of Britain’s tailoring heri- 
tage, the prime minister has labelled Sir Keir as a “Corbynista in a 
smart Islington suit”. Sir Keir did, after all, spend three years in Mr 
Corbyn’s shadow cabinet, overseeing Laboutr’s Brexit policy. To his 
defenders, Sir Keir had no choice but to serve. Brexit was an exis- 
tential question at the time; duty called. In Mr Eagleton’s telling, 
however, Sir Keir was a wrecker. Agent Starmer tried to undermine 
Mr Corbyn’s team from within, pushing the party towards sup- 
porting a second referendum primarily to position himself as a 
potential leader of the party. 

Convenience rather than conviction is the better cop widaa: 
and the better alibi, for Sir Keir’s stint under Mr Corbyn. The next 
leader of Labour was always likely to be someone who had osten- 
sibly been loyal to the leftie leader. Although a tranche of Labour 
members were hard-core believers, the bulk were moderate social 


democrats who liked Mr Corbyn’s proposals of higher public 


spending and more public ownership. Anyone who had spent the 


previous five years attacking Mr Corbyn would have had no chance 
of succeeding him. Standing on a Corbynite platform of higher 
taxes on the very rich and public ownership of utilities, Sir Keir 
sauntered to victory. | 

Upon winning power, however, Sir Keir ditched the bulk of this 
programme. More than that, he set about ridding the party of the 
left-wingers who had taken over its apparatus. He even removed 
the whip from Mr Corbyn, his old boss, after the former leader 
played down the rise of anti-Semitism on his watch. Chasing left- 
ies out of the party is performative as well as practical. Others on 
the Labour benches avoided serving Mr Corbyn; an element of 
overcompensation from Sir Keir was required. Mr Eagleton’s por- 
trayal of Sir Keir as a blood-soaked Trot-slayer is rather useful. 

Cynicism is not the only possible explanation for Sir Keir’s po- 
litical volte-face. One unflattering theory for his flexible political 
positions is that he has been “cuckooed”. Cuckooing happens 
when wrong uns take over the flat of a vulnerable person, turning 
it into a drug den or a brothel. In this telling, something similar 
has happened to Sir Keir, whose shadow cabinet and advisers are 
now drawn from the right of the party. He is reduced to the role ofa 
hapless pensioner trying to sleep while holdovers from the New 
Labour era blast “Things Can Only Get Better” at3am. _ 

The cynical explanation puts Sir Keir in a much less feeble 
light. Grumblings about his leadership emerged during 2021. La- 
bour had a lousy set of local-election results last year; were ham- 
mered in a by-election in Hartlepool, a poor coastal town in north- 
ern England; and clung onto Batley and Spen in west Yorkshire by 
only a slim margin. Opponents, particularly on the right of the 
party, were circling. Sir Keir changed tack in a bid to stay alive. He 
brought in people from the party’s right, such as Yvette Cooper, 
and turfed out long-standing advisers. Survival sometimes re- 
quires a dose of cynicism. 

An appreciation of the Labour leader’s ruthless side may also 
win over his remaining doubters. Critics of his are found across 
the whole party. Although the left see him as a malevolent wreck- 
er, the right sees Sir Keir as someone who lacks the right political 
instincts. But politics is a results business. “If you're so smart, why 
are you so poor?” runs one Russian proverb. “If you’re so good at 
politics, why are you not in power?” applies in Westminster. Sir 
Keir’s path of reluctant support of Mr Corbyn, to be ditched once in 
power, was an option open to all Labour’s pretenders from the 
right. But others did not have the nous to seize it. 


A backhanded compliment 

By doing down Sir Keir, therefore, Mr Eagleton has done him a fa- 
vour. This is not the first time Corbynites have found themselves 
bigging up their enemies. When Theresa May was at her lowest 
ebb, Corbynites were among her few defenders. It must have taken 
a political genius to defeat Mr Corbyn in the 2017 election, ran 
their logic then. There was some truth to this. Mrs May’s strategy 
of targeting Leave-voting seats across the Midlands and the North 
was broadly right; Mr Johnson followed it closely in the next elec- 
tion and won a stonking majority. 

Likewise, the idea that Sir Keir is a cynical mastermind is a 
more comforting one for Corbynites than the possibility that the 
former Labour leader was manifestly unsuited to the role. But it is 
also a more reassuring tale for Sir Keir’s supporters. A cynical La- 
bour leader is one who owes his position to his own cunning rath- 
er than circumstance. He is also one that stands a better chance of 
becoming prime minister. B 


At home abroad 


KYIV AND VIENNA 


How the war in Ukraine is changing the demography of Europe 


EFORE VLADIMIR PUTIN invaded Uk- 
Brine on February 24th, many Euro- 
peans fretted that their region was getting 
older and that more people were dying 
than being born. Europe’s median age of 43 
is nearly four years older than that of North 
America, the next-greyest region. The pop- 
ulation of the European Union is expected 
to peak at just shy of 450m within the next 
few years, then dip below 424m by 2070. 
The prospect of dwindling numbers fright- 
ens many. It has been especially scary for 
the formerly communist countries of east- 
ern Europe, where outmigration has com- 
pounded the effects of below-replacement 
birth rates. Andrej Plenkovic, Croatia’s 
prime minister, called declining popula- 
tion “an almost existential problem for 
some nations”. Demographic change is Eu- 
rope’s “third key transition”, alongside the 
green and digital ones, says Dubravka Sui- 
ca, the vice-president of the European 
Commission for demography and democ- 
racy, a post created in 2019. 

Among its many shocks, Mr Putin’s war 
has delivered one ofa particular kind to de- 


mographers, who tend to see the phenom- 
enon they study as slow-moving. Some 
5.3m people—the bulk of them women and 


children—have fled Ukraine since the war - 


began, the vast majority to countries bor- 
dering Ukraine on the west. Poland, which 
until recently exported more people than it 
received, has taken in more than half of 
these. The population of Warsaw, the capi- 
tal, expanded by 17% in weeks. Hungary, 


- whose population had shrunk from 10.7m 


in the mid-1980s to 9.8m in 2020, has re- 
ceived more than 500,000 Ukrainians. 
Numbers that big can change demo- 
graphic destinies. For countries such as Po- 
land, the Czech Republic, Slovakia, Hunga- 
ry and possibly the Baltic states “this crisis 
is a watershed moment, shifting them 
quickly to becoming immigration coun- 
tries rather than outmigration countries,” 
says Tomas Sobotka of the Wittgenstein 
Centre for Demography and Global Human 
Capital in Vienna. The Eu has extended a 
uniquely generous offer to Ukrainians, 
giving them the right to live, work and stu- 
dy in a host country for three years, privi- 


leges that refugees often struggle for years 
to attain. That suggests Ukrainians will 
have the chance to root themselves quickly 
in new communities. If the refugees 
choose to remain, they will lower the aver- 
age age of their host countries, provide a 
needed infusion of relatively skilled la- 
bour and tilt the sex ratio towards women. 

That may look like a silver lining to a 
terrible tragedy, but the future of this de- 
mographic disruption is unpredictable. If 
the war is short women and children will 
probably return quickly to Ukraine to re- 
unite with husbands and fathers, who, like 
all Ukrainian men, are compelled by the 
government to remain in the country if 
they are between 18 and 60. Any demo- 
graphic dividend, if there is one, will be 
distributed unevenly among European 
countries. And it will probably be dimin- 
ished by a decline in baby-making as a re- 
sult of the economic uncertainty caused by 
the war. With just 1.6 babies per woman on 
average, Europeans, before the war began, 
were already among the world’s most re- 
luctant breeders. i 

‘For Ukraine itself the war is a demo- 
graphic disaster. Its population had 
shrunk sharply because of emigration and 
few births, though before the invasion peo- 
ple had begun to return because the econ- 
omy had improved. Since February more 
than a quarter of the population has been 


forced to move, including 7.7m people dis- 


placed within the country. The birth rate is 
bound to plunge still further. Life expec- 


> tancy will probably fall “massively”, says 
Mr Sobotka. He points out that the brief 
war between Azerbaijan and Armenia in 
2020 was largely responsible for a decline 
in life expectancy among males of three to 
four years. 

Russia, too, is certain to suffer. Thou- 
sands of well-educated Russians have lefta 


country which they now believe offers — 


them no future. Fewer migrants may 
choose to come to Russia from former 


members of the Soviet Union to take up. 


jobs requiring few skills. For the first time 
in decades, Russia’s migration balance 
may turn negative. To Mr Putin’s dismay 
births will probably fall. Like his friend 
Viktor Orban, Hungary’s authoritarian 
leader, Mr Putin has been splashing out 
cash to encourage women to have babies. 
In 2020 he extended a one-time “maternity 
capital” payment worth $7,600 to families 
when they have their first baby; before, it 
was available only to those who already 
had a child. Mr Putin hoped to boost the 
fertility rate from 1.5 to 1.7. The tumult 
caused by his war will probably push it in 
the opposite direction. 


The Pole position 

Countries to the west of Ukraine look like 
demographic gainers, although the influx 
is putting a strain on some, especially tiny 
Moldova, which has received more than 
400,000 refugees—equivalent to 15% of its 
population. For Poland, where some 1.4m 
Ukrainians lived and worked in 2020, the 
arrival of millions more turns the demo- 
graphic clock back to before the second 
world war, when the country had a large 
Ukrainian minority. Inter-ethnic animosi- 
ty, which culminated in a post-war forced 
population exchange between Poland and 
the Soviet Union, has diminished. 

In theory, the newcomers should give 
Poland a boost. The ruling Law and Justice 
Party has been keen to increase the num- 
ber of Poles. In 2016 it sought to raise the 
birth rate by giving families 500 zlotys 
($115) a month for every child after the first. 
The effect was mainly to encourage women 
already planning to have children to have 
them earlier lest the benefit be withdrawn. 
The number of births rose in the scheme’s 
first two years, but dropped in 2020 to the 
lowest level since 2003. The Ukraine war 
has added more than a million children to 
Poland’s population, at least temporarily. 

Other European countries, especially 
those with large Ukrainian diasporas, 
stand to gain. Perhaps 1.5m refugees have 
moved on to countries farther west, in- 
cluding Germany, Italy and France, accord- 
ing to an estimate by Gillian Triggs of the 
United Nations refugee agency. Before the 
war, about 250,000 Ukrainians lived and 
worked in Italy, where the median age is 
four years higher than in Europe overall 
and the fertility rate is among the lowest. 


In the first three months of this year Aus- 
tria’s population increased by half a per- 
centage point to more than 9m; 83% of that 
growth was from Ukrainian immigration. 
For a region worried about demograph- 
ic decline, the youthful infusion from Uk- 
raine can look like a blessing, although it is 


the consequence of horror. Businesses are- 


reporting labour shortages. In January a 
lack of workers constrained output at a 
quarter of manufacturing and service en- 
terprises in the euro zone, according to a 
survey by the European Commission. Gov- 
ernments lament that a shrinking work- 
force will have to support an ever greater 
number of pensioners. The ratio of work- 
ing-age Europeans (aged 20-64) to those 
older than 65 is expected to drop from 
three to one to less than two to one by 
2070. That is the sort of problem that can 
be relieved at least for a while by the arrival 
of able-brained and -bodied Ukrainians. 
But how long will they stay? And will 
they be joined by their male family mem- 
bers? That depends on how long the war 
lasts, and on how much damage is inflicted 
on their home country. In the Kosovo war 
of 1999, when NATO bombed Yugoslavia to 
prevent the brutalisation of ethnic Albani- 


Å 


Italy could do with some newcomers 


ans who make up Kosovo’s majority, hun- 
dreds of thousands fled, or were forcibly 
moved, to neighbouring Albania and Mac- 
edonia. But this period of the war lasted 78 
days, after which the Kosovars quickly re- 
turned. By contrast the Bosnian war, which 
lasted from 1992 to 1995, sent some 
700,000 refugees fleeing to western Eu- 
rope and beyond, and far fewer returned. 
That is one reason why today there are 
thought to be 3.2m people or fewer in Bos- 
nia. Before the war there were 4m. 

For now, Ukrainians remain eager to re- 
turn home. Indeed, on some recent days 
the number returning across the Polish 
border, presumably to relatively secure 
places such as Kyiv, Ukraine’s capital, has 
exceeded the number going the other way. 
And some industries have lost workers as 
young Ukrainian men return home to fight 
the Russian invaders. The growth of Slova- 
kia’s construction sector, for example, has 
been weakened by an exodus of workers. 

But if the war drags on, and children 
grow accustomed to their new schools, 
mothers may become more reluctant to 
head back to their former homes. That will 
be all the truer if Ukraine’s economy does 
not recover, encouraging men to head 
west, some to rejoin their wives. In that 
case, the unsought addition to Europe's 
population west of Ukraine may become 
long-lasting. And, if governments are suc- 
cessful in encouraging newcomers to find 
jobs that suit their skills, they will contrib- 
ute to the prosperity of their hosts. 

Plenty of countries will miss out. Croa- 
tia, whose population has dropped by 
600,000 since 1991 to 3.9m, according to its 
latest census, is unlikely to attract many 
Ukrainians. Roughly 11,000 had arrived by 
early April. Russophile Serbia, whose pop- 
ulation has slumped by a tenth since the 
mid-1990s to 6.9m, is also unlikely to ap- 
peal to Ukrainians in large numbers. 

The gains from the influx, where they 
happen, may not be long-lasting. The big- 
gest influence on families’ willingness to 
have children is their confidence in the. 
economy. Births in Europe plummeted 
after the onset of the pandemic but reco- 
vered as governments lifted lockdowns 


-~ and pumped money into their economies. 


Mr Putin’s aggression, and the rise in infla- 
tion to which it has contributed, has deli- 
vered a fresh blow to people’s confidence. 
In March economic uncertainty among | 
consumers reached its highest level on re- 
cord, according to the European Commis- 
sion. Few people may be inclined for their 
families to grow. None may be more reluc- 
tant than Ukrainian women, among whom 
birth rates were already low, who have 
been separated from their husbands and 
driven from their homes. The Balkan wars 
robbed the region of some of the best and 
brightest of a generation, and their descen- 
dants. Ukraine may face a similar fate. Œ 
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Twitter 


A bird in the hand 


Elon Musk promises to make online speech freer. That is harder than it sounds 


LON MUSK, the world’s richest man, has 
E described Twitter as the “de facto public 
town square’. On April 25th he struck a deal 
to take it private. Mr Musk, the boss of 
companies including Tesla, a carmaker, 
and SpaceX, a rocket firm, put together an 
all-cash offer worth about $44bn, stump- 
ing up the bulk of the financing himself in 
the form of $21bn in equity and a $12.5bn 
loan against his shares in Tesla. It amounts 
to one of the largest buy-outs in history. If 
itis a big deal in business terms, it could be 
bigger still in what it means for the future 
of online speech. 

Twitter isn’t an obviously attractive 
business. With 217m daily users it is an or- 
der of magnitude smaller than Facebook, 
the world’s largest social network, and has 
slipped well behind the likes of Instagram, 
TikTok and Snapchat. Its share price has 
bumped along for years. It is like a mod- 
ern-day Craigslist, writes Benedict Evans, a 
tech analyst: “Coasting on network effects, 
building nothing much, and getting un- 
bundled piece by piece.” 

But Mr Musk isn’t interested in Twitter 
as a business. “I don’t care about the eco- 


nomics at all,” he told a TED conference 
earlier this month. “This is just my strong, 
intuitive sense that having a public plat- 
form that is maximally trusted and broadly 
inclusive is extremely important to the fu- 
ture of civilisation.” 
His willingness to spend a chunk of his 
fortune on making Twitter more “inclu- 
sive” follows a period in which it has tight- 


ened its content moderation. A decade ago’ 


Twitter executives dubbed the company 
“the free-speech wing of the free-speech 
party’. But the presidency of Donald Trump 
and the covid-19 pandemic persuaded 
Twitter (and most other social networks) 
that free speech had drawbacks. Mr Trump 
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was eventually banned from Twitter, as 
well as Facebook, YouTube and others, 
after the Capitol riot of January 2021. Twit- 
ter began to label and block what it judged 
to be misinformation about covid and oth- 
er subjects. In the first half of 2021 it re- 
moved 5.9m pieces of content, up from 
1.9m two years earlier. In the same period 
1.2m accounts were suspended, an in- 


crease from 700,000. 


Mr Musk has said that in the name of 
transparency he will publish Twitter’s 
code, including its recommendation algo- 
rithm. He proposes to authenticate all us- 
ers, which might help to reduce anony- 
mous .trolling, and vows to “defeat the 
spam bots”. He has mooted the idea of rely- 
ing less on advertising, which provides 
90% of Twitter’s revenue, and more on 
subscriptions, which would mean the firm 
could worry less about advertisers taking 
flight from contentious content. 

Most controversially among users, he 
has said he will be “very cautious with per- 
manent bans”, preferring “time-outs”. This 
suggests a reprieve for blocked politicians 
such as Mr Trump, as advocated by groups 
including the American Civil Liberties Un- 
ion, which counts Mr Musk as one of its 
largest donors. Mr Trump said this week 
that he would never return to Twitter, but 
many doubt he could resist; he has posted 
only one message to his own little-used 
Twitter rival, Truth Social, since its glitch- 
beset launch in February. 

There is lots of scepticism, not least 
among Twitter users, about Mr Musk’s pro- >> 
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» fessed desire to safeguard the “future of 
civilisation”. But wide-eyed idealism runs 
through his businesses. SpaceX, founded 


20 years ago with money made from his, 


early involvement in PayPal, a cash-trans- 
fer service, has the goal of “enabling people 
to live on other planets”. He insists that 
making electric cars is not just a $1trn busi- 
ness but an act of “philanthropy” to coun- 
ter climate change. Even the Boring Com- 
pany, a tunnelling venture, is on a mission 
to “solve traffic” and “transform cities”. 

The way Mr Musk runs his other busi- 
nesses suggests that he may try to answer 
the content-moderation problem with 
automation. Tesla’s manufacturing pro- 
cesses are more automated than any other 
big carmaker. Social networks have found 
that artificial intelligence (AI) is good at 
spotting some banned content, particular- 
ly images. But it is bad at understanding 
context and irony, particularly in foreign 
languages (over 80% of Twitter's users are 
outside America). Facebook's bots once re- 
moved a post referring to “Indian Savages’, 
not realising it was a direct quote from the 
Declaration of Independence; it now em- 
ploys 15,000 human reviewers to set the ro- 
bots straight. If Mr Musk leans too hard on 
AI he will encounter similar problems. 

An impish streak has helped Mr Musk 
to sell fast cars and spaceships, and to stir 
up interest in “meme” stocks and crypto- 
currencies, such as GameStop and Doge- 
coin. It might cause more problems when 
he is entrusted with the public square. Mr 
Musk’s talk of reinstating banned tweeters 

-appals many on the left, as does his impa- 
tience with what he calls “woke” culture 
(“The woke mind virus is making Netflix 
unwatchable,’ he tweeted earlier this 
month). A recent poll in America by You- 
Gov found that whereas 54% of Republi- 
cans thought that Mr Musk buying Twitter 
would be good for society, only 7% of 
Democrats agreed. | 
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Twitter’s employees may be among the 
doubters. Mr Musk’s libertarian worldview 
was forged in the Silicon Valley of the late 
1990S, but today’s Valley is a different place. 
Twitter leans left even by tech standards: it 
was the first social network to censor Mr 
Trump, adding labels to his inaccurate 
tweets before other networks followed 
suit. If Twitter swings libertarian under Mr 
Musk, some employees might leave. He 
seems to be encouraging a clear-out, 
tweeting criticism of senior executives. He 
is likely to trim headcount: its 7,500 em- 


ployees generated average revenues of 


Act Da, which was agreed on aol 
23rd, will do most to stymie Mr Musk’s 
plans to turn Twitter back into a place 
where almost anything goes. “Be it cars 
or social media, any company operating 
in Europe needs to comply with our 
rules—regardless of their shareholding,” 

Thierry Breton, the EU’s commissioner 

for the internal market, warned (on 

Twitter, naturally) hours after the m 

out was announced. 

_ Bureaucrats in Brussels will not now 
tell Twitter and other social-media firms 
which type of speech they should take 

down, explains Julian Jaursch ofSNV,a 
think-tank based in Berlin. Instead, the 
thrust of the psa, which is set to apply 

fully on January 1st 2024, is to push 
services to systematise and strengthen 
their content moderation. For instance, 

Twitter will have to be more transparent- 
over how it polices its platform, follow 
regulators’ advice on how to improve 
things, provide a way for users to flag bad 


-ers access to key data. Repeated vio- 
lations can lead to hefty fines: up to 6% 
of global annual sales. 

Surprisingly, given Britain's long 
tradition of protecting free speech, its 
Online Safety Bill, which was recently 
introduced in Parliament, goes further. 
Details still need to be hammered out but 

the bill will require internet platforms, 
among other things, to go < after not only 
illegal content, such as child pornog- 
raphy, but “legal but harmful” abuses 
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$677,000 last year, whereas those at Face- 
book generated $1.6m, points out Ben 
Thompson of Stratechery, a newsletter. 
More important is what users will make 
of the more relaxed approach to modera- 
tion that Mr Musk promises. The political 
mix already seems to be shifting: since the 
buy-out was announced, Republican poli- 
ticians have gained followers while Demo- 
crats have lost them (see chart). Ordinary 
users may not like the results of looser 
moderation. “By ‘free speech’, I simply 
mean that which matches the law,’ Mr 
Musk tweeted the day after the deal wasp» 


/ Flagging content, the old- fashioned dway L 


such as racism or ie Fines are 


_ higher, too: up to 10% of global revenues 3. 


Other countries, including Australia _ 
and India, have recently passed their 
versions of such laws. Even in America : 
there is a big debate about how to reforrn - 
Section 230, the provision | intheCom- 


: munications Decency Act that shields- 


online services from liability for content / 
published on their platforms. Yetitis 


unlikely to result in legislation in the 
foreseeable future. Democrats want 
stricter rules whereas Republicans a 
censorship—and Congress is cece 


Yet even without all these laws, Mr 
Musk may soon come to realise some © 
content moderation is needed. After — 
years of debate and experiment, even a 
few free- speech advocates argue that, 


while tricky, if done well it‘ ‘actually 


enables more free speech”, in the Gone. 
of Mike Masnick of Techdirt, a blog. 
“What content moderation does, he  —© 


recently wrote, “is create spaces where _ 


more people can feel free to talk” 
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> done. That would imply giving the green 
light to racist abuse, for instance, which is 
legal in some countries but not most users’ 
idea of fun. Other social networks that be- 
gan with the aim of allowing anything le- 
gal, such as Parler and Gettr, eventually 
tightened censorship after being deluged 
with abusive language and porn. 
If Twitter were to take a purist line on 
free speech, the immediate winners might 


therefore be its more censorious rivals, 
suggests Evelyn Douek, an expert on-on- 


line speech at Harvard Law School. Until 
now, the main social networks have set 
roughly similar content-moderation poli- 
cies, each reluctant to be an outlier. “You 
can imagine a Twitter with Trump back on 
its platform just being in the headlines all 
day, every day, while the other platforms 
sat back and ate their popcorn,” she says. 

Mr Musk has never seemed to mind be- 
ing in the headlines. Even so, he may find it 
harder than he expects to do away with 
moderation. Twitter relies on the co-oper- 
ation of other companies within the tech 
“stack”, which could be withdrawn. Its mo- 
bile app is distributed by Apple’s and Goo- 
gle’s app stores; both suspended Parler 
after the Capitol riot. Even its presence on 
the web is conditional. Amazon kicked 
Parler off its web-hosting platform after 
discovering posts encouraging violence, 
which broke its terms of service. 

- Governments are also tightening laws 
on online speech. Twitter fielded 43,000 
content-removal requests based on local 
- laws in first half of 2021, over double the 
number two years earlier. Stricter laws are 
being drafted in Europe (see story on previ- 
ous page). The easy passing of Twitter into 
the grip of one rich man may prompt hard- 
er thought about regulation in America. 

Much will depend on whether Mr Musk 
can stick to his own principles. Social net- 
works face a conflict of interest when the 
people setting moderation policies are also 

in charge of growth, notes Ms Douek. 
Would Mr Musk’s approach to free speech 
be swayed by his other interests? Tesla 
hopes to expand in China, whose state me- 
dia are given prominent warning labels by 
Twitter. “Did the Chinese government just 
gain a bit of leverage over the town 
Square?’ tweeted Jeff Bezos, the founder of 
Amazon and owner of the Washington Post. 
Mr Bezos later said he expected “complexi- 
ty in China for Tesla, rather than censor- 
ship at Twitter”. Investors seemed to agree: 
Tesla’s share price has fallen by over a tenth 
since news of the Twitter deal broke: 

Mr Musk insists that as the platform’s 
owner he will be even-handed. “I hope that 
even my worst critics remain on Twitter, 
because that is what free speech means,” 
he tweeted on April 25th, shortly before the 
company’s board accepted his offer. Some 
users had other ideas: on the same day, one 
trending topic was “Trump’s Twitter”. m 
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The secrets of big tech 


SAN FRANCISCO 


We dig inside the finances of Apple, Alphabet and others 


MERICAS TECH giants make ungodly 

‘amounts of money. In 2021 the com- 
bined revenue of Alphabet, Amazon, Ap- 
ple, Meta and Microsoft reached $1.4trn. 
These riches come from a wide and con- 
stantly expanding set of sources, from 
phones and pharmaceuticals to video- 


streaming and virtual assistants. Analysts 


expect the tech quintet’s combined sales to 
surpass $340bn in the first three months of 
2022, around 7% more than in the same 
period last year. 

In a quarterly ritual that kicked off on 
April 26th, when the big five started report- 
ing their latest earnings, the staggering 
headline numbers again hit headlines. Al- 
phabet unveiled revenues of $68bn, up by 
23% compared with a year ago, though 


slowing advertising growth saw net profit 


dip to $16.4bn. On the same day Microsoft 
announced revenues of $49.4bn, up by 
18%, and net profits of $16.7bn. A day later 
Meta revealed sales of $27.9bn with net 


profits of $7.5bn. Amazon and Apple re-: 


ported after The Economist was published. 
Big tech firms are understandably eager 
to trumpet these impressive figures, as 
well as their diverse offerings. They are 
considerably more coy about how much 
many of their products and services actual- 
ly make. Annual reports and other public 
disclosures tend to lump large revenue 
streams together and describe them in the 
vaguest terms. Last year, for example, the 
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five giants’ sales were split out into 32 busi- 
ness segments in total. That compares 
with 56 segments for America’s five high- 
est-earning non-tech firms. 

Apple breaks its sales into five slices; 
Meta into only three (see chart 1 on next 
page). The category that Alphabet labels as 
“Google Other“ made $28bn in revenue last 
year. It includes Google’s app store, sales of | 


‘its smartphones and other devices, and 


subscriptions from YouTube, a subsidiary. 
Last year YouTube's advertising revenue, 
which Alphabet first revealed only in 2020, 
reached $29bn. That means that in 2021 
Google Other and YouTube's ad business 
each generated more money than four- 
fifths of the companies in the S&P 500 in- 
dex of the biggest American firms. 

The opacity makes business sense. 
Keeping rivals in the dark helps ensure that 


they will not try to replicate a prized busi- 


ness unit and eat into its margins. Andy 
Jassy, Amazon's boss, has lamented the 
prospect of breaking out his firm’s finan- 
cials because they contain “useful compet- 
itive information”. 

Annoyingly for the tech barons, the veil 
of secrecy is getting thinner. Regulators, 
lawmakers and investors see it as a pro- 
blem, and are calling for more transparen- 


_ cy about everything from how big tech’s 


payments platforms work to the amount of 
carbon the companies belch out. And new 
sources of information are emerging, from pp 


> brokers’ reports, hedge-fund analyses and, 
most revealing, antitrust court cases 
brought by would-be competitors and 
competition regulators around the world. 
All these are bringing to light details about 
the inner workings of big tech. 

To understand it all, The Economist has 
tifled through court documents, internal 
emails, analyst notes and leaked files 
about Alphabet, Amazon, Apple and Meta 
(Microsoft has managed to avoid antitrust 
scrutiny this time around, so secret infor- 
- mation about its finances is scarcer). What 
emerges is a picture of big tech in which 
the titans appear more vulnerable than 
their ostensible omnipotence suggests. 
Their secretive profit pools are indeed 
deep. But the firms’ finance secrets betray 
weaknesses, too. Three stand out: a high 
concentration of profits, waning customer 
loyalty and the sheer sums at risk from as- 
- sorted antitrust actions. 

Start with the profit pools. The biggest 
of these tend to be transparent. The iPhone 
remains Apple’s profit engine, Amazon 
rakes in most of its money from cloud 
computing, and Alphabet and Meta 
couldn’t survive without online advertis- 
ing. The firms are less forthcoming when it 
comes to disclosing details about their 
smaller but fast-growing units. 

Perhaps the biggest untrumpeted 
sources of profits for Alphabet and Apple 
are their app stores. The firms take a com- 
mission on all in-app spending on these 
platforms, usually of up to 30% (though in 
a bid to appease regulators, they are 
increasingly offering lower rates for small 
developers and those whose apps rely on 
subscriptions). The revenue streams are 
middling. In 2019 they were around $nbn 
for Google, according to one case brought 
against it in America by a group of state at- 
torneys-general. Analysts estimate that for 


Pharmacy services** 


Downstream 


Apple’s store they were $25bn last year. 
Because the costs of maintaining the 
app stores are low, however, the profit mar- 
gins are vast. The operating margin for Ap- 
ple’s app store has been estimated at 78%, 
according to one case brought against the 
firm by Epic Games, a video-games maker. 
For Google the figure is 62%. That com- 
pares with an operating margin of 35% for 
Apple’s overall business and of 31% for Al- 
phabet’s business as a whole (which con- 
tinues to rely on advertising for revenues). 
The app stores are booming. Revenues 
from related commissions for Google and 
Apple roughly doubled between 2017 and 
2020, according to the Competition and 
Markets Authority (CMA), Britain’s trust- 
busting agency. In 2020 Google’s store had 
800,000-900,000_ developers offering 
2.5m-3m apps. That made it slightly bigger 
than Apple’s, which was home to 500,000- 
600,000 developers and 1.8m apps. There 
is no sign of the growth slowing down or 
margins shrinking, according to Apple's 
Epic case and the cma probe. The gross 
margin on Google’s app store has ticked up 
by a few percentage points in recent years. 
In Apple’s annual report its app-store 
revenues are ina category called “services”, 
which made $68bn in sales last year, or19% 
of Apple’s total. But the app store is not the 
most profitable subset of Apple’s services. 
Though the exact figure is unknown, the 
gross margin on Apple’s search-advertis- 
ing segment is even larger than on its app 
emporium, the cma reckons. That, accord- 
ing to the regulator, is down toa deal struck 
between Apple and Google. The terms 
mean that Google search is the default op- 
tion on most Apple devices. In exchange, 
Google gives Apple somewhere between 
$8bn and $12bn a year (2-3% of Apple’s total 
revenue). This arrangement costs Apple 
close to nothing, so it is nearly all profit. 


Amazon and Meta are (a bit) less secre- 
tive about the sources of revenues and pro- — 


- fits. Despite its rebranding and pivot to the 


virtual-reality “metaverse”, Meta isn’t shy 
about admitting that it continues to make 
97% of revenues from online advertising. 
Amazon is happy to disclose revenues of 
its controversial Marketplace, where third- 
party vendors sell their wares, paying the 
equivalent of 19% of those sales for the 
privilege (up from u% in 2017) and compet- 
ing with Amazon’s own retail business. 
Marketplace contributed $103bn to Ama- 
zon’s top line in 2021, a six-fold increase 
from 2015 and 22% of the firm’s total. 

But it took digging by analysts to esti- 
mate that Instagram accounted for $42bn 
of Meta’s revenues last year, nearly two- 
fifths of the total and up from a reported 
$20bn, ora quarter of the total, in 2019. The 
photo-sharing app’s role in the social-me- 
dia empire’s prospects has risen dramati- 
cally, in other words. And a lawsuit 
brought by the attorney-general of the Dis- 
trict of Columbia that revealed Marketplac- 
e’s profit margins to be 20%, four times 
higher than those of Amazon’s own retail 
business (the case does not specify wheth- 
er the margins in question were gross, net 
or operating). - 3 


Fair game | 

All this makes for plenty of deep profit. 
pools. Look closer, though, and they are 
surprisingly narrow. In Apple's app store, 
for example, games account for 70% of all 
revenues, according to documents uncov- 
ered during the Epic court battle. Most of 
this comes from in-app purchases, such as 
wacky accessories for avatars or virtual 
currencies. In 2017, 6% of app-store game 
customers accounted for 88% of the store's 
game sales. Those heavy users spent, on 
average, more than $750 each year. — 

The Epic trial also revealed that the top 
1% of Apple gamers in terms of spending 
generated 64% of sales and splurged an av- 
erage of $2,694 annually. Internally these 
super-spenders are known as “whales”, 
like their casino equivalents. An investiga- 
tion by the cma found a similar pattern at 
Google’s app store. In 2020 around 90% of 
the store’s British sales came from less 
than 5% of its apps. Once again spending 
on in-app features in games made. up the 
vast majority of revenue. 

Spending is concentrated in the online 
ad industry, too.. Another cMA probe 
looked at data on British advertisers who 
spent a combined £7bn ($8.9bn) in 2019 on 
Google Ads, an ad-buying tool aimed at 
small businesses. The top 5-10% of adver- 
tisers by spending made up more than 85% 
of revenue for Google Ads. The highest- 
spending sectors were retail, finance and 
travel. A similar exercise showed even 
greater concentration at Facebook. The top 
5-10% of the social network’s advertisers >> 
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> made up more than 90% of revenue (see 
chart 2). Retail, entertainment and con- 
sumer-goods firms splurged most. 

Concentration is also present at the lev- 
el of “impressions”, as each incident of an 
advert appearing on a users screen is 
known in the business. That was one find- 
ing of internal research by Google, which 
was unearthed as part of a case bought 
against the tech giant by another group of 
_ American state attorneys-general. The stu- 
dy found that in America 20% of all im- 
pressions produce 80% of web publishers’ 
ad revenue. High-value impressions are 
ones aimed at users likely to make a pur- 
chase. Google referred to this phenome- 
non internally as “cookie concentration”. 

Besides a heavy reliance on a few big 
profit generators, another undisclosed 
weakness is customer churn. Tech giants’ 
customers are often assumed to be devoted 
to their products and services—or even 
hooked. The companies do not challenge 
this assumption in public, because it con- 
- veys the sense of captive markets, which 
are beloved of investors. In fact, their mar- 
kets may not be quite so captive. 

The Epic case revealed that roughly 
20% of iPhone users who bought a new 
phone in 2019 and 2020 switched to anoth- 
er smartphone. Leaked documents from 
Meta show that fewer teenagers are signing 
up to Facebook and those that do are 
spending less time on it. Even Instagram, 
Meta’s youth-friendlier platform, is losing 
out to rivals. A leaked internal report from 
March last year found that teenagers were 
spending more than twice as much time on 
TikTok, a hipper short-video app. 

Young people are not the only custom- 
ers beginning to retreat from the plat- 
forms. So are young companies. Last year 
‘was a bonanza for startups. Global ven- 
ture-capital funding reached $621bn, more 
than double the previous year’s total. Ac- 
cording to a report by Bridgewater Asso- 
ciates, the world’s largest hedge fund, of all 
the money invested in early-stage compa- 
nies about a fifth is spent on cloud servic- 
es, a market dominated by Alphabet, Ama- 


zon and Microsoft. Another two-fifths goes 
on marketing, which in the digital realm is 
dominated by Alphabet, Meta and, increas- 
ingly, Amazon. Bridgewater estimates that, 
all told, around 10% of the total revenue of 
Alphabet, Amazon and Meta is derived 
from the startup ecosystem. That is the 
equivalent of $84bn each year. 

_ That flow of money may be ebbing. 
Fears about rising inflation, Russia’s war in 
Ukraine and the chance of a recession has 
sent the share prices of tech firms tum- 
bling. The NASDAQ, a tech-heavy index, has 
fallen by 20% from its peak in November. 
Falls in public markets are filtering down 
to the startup world. On March 24th Insta- 
cart, a grocery-delivery firm, cut its own 
valuation by 38%. Lower valuations will in 
turn make it harder for firms to raise capi- 
tal. Investors say they expect to see start- 


ups tightening their belts in the coming ` 


months. That means less spending on the 
cloud and ads. 

What do all these vulnerabilities add up 
to? In the worst-case scenario, where the 
toughest-talking regulators in America, 
Britain and the EU get their way, the answer 
is an awful lot. Europe poses the biggest 
threat. The Digital Markets Act (DMA) is a 
sweeping new set of EU rules designed to 
rein in big tech that was finalised last 


month. It will only affect some business | 


units and is targeted at tech’s European op- 
erations. Bernstein, a broker, finds that Al- 
phabet, Apple, Amazon and Meta make 
$267bn of revenue, about a fifth of their 
combined total, in Europe. A back-of-the- 


envelope calculation by The Economist sug- . 


gests the DMA puts perhaps 40% of the four 
firms’ European sales at risk. 

Globally, Alphabet is the most exposed, 
with nearly 90% of European revenues 
(equivalent to 27% of its global revenues) 
in danger. In America Google’s search mo- 


nopoly is being targeted in a case brought 
by a team of state attorneys-general. The 
Department of Justice is thinking about 
following suit. That puts American search 
revenue of $7obn, a quarter of Alphabet’s 
total, at risk of antitrust action. If Alphabet 
reduced its commission on in-app pay- 
ments from 30% to 1%—the share agreed 
in a deal between Google and Spotify on 
March 23rd—American app-store revenues 
would plummet from $ubn to $4bn. To- 
gether these actions could imperil perhaps 
$150bn of Alphabet’s revenue, or about 
60% of its global total. | 


Many appy returns 

Apple’s worst-case exposure is smaller but 
still significant. If trustbusters put a stop to 
its sweetheart search deal with Google, that 
would imperil $8bn-12bn a year. Should 
Apple follow Alphabets lead and slash 
app-store commissions, or be forced to do 
so by new laws, its app-related earnings 
would also drop, from about $25bn to 
$obn. Apple’s total exposure would be 
roughly $35bn, ora tenth of global revenue. 
Amazon stands to lose up to $77bn per 


. year, or 16% of global revenue, if itis barred 


from mixing its own retail operations with 
those of third parties on Marketplace. 

Some lawmakers and regulators have 
been murmuring about breaking up Ama- 
zon altogether, into a retailer and a cloud- 
computing provider, for example. The 
rump Amazon would either be deprived of 
its e-commerce sales (about 70% of current 
revenues) or its cloud profits (about three- 
quarters of its profits). The same voices are 
calling to split Meta. If America’s Federal 
Trade Commission got its way and forced 
the social-media conglomerate to hive off 
Instagram and WhatsApp, the company 
could lose $42bn in revenues from Insta- 
gram and another $2bn from WhatsApp— 
or two-fifths of its total.. 

All told, if everything went against big. 
tech, perhaps $330bn in revenues would be 
at risk, or about a quarter of the total for Al- 
phabet, Amazon, Apple and Meta. That is | 
before including the two antitrust bills 
making their way through America’s Con- 
gress. Among other things, these aim to- 
stop platform owners, such as app stores 
and search engines, giving preferential 
treatment to their own products. The fi- 
nancial impact of such rules is hazy but 
could, as in Europe, be substantial. 

This catastrophic case for big tech is un- 
likely to materialise. Many attempts to 
check the power of the platforms have 
gone nowhere. The current crop is likely to 
be watered down and could take years to 
take effect. But a few successful tech-bash- 
ing efforts could make a meaningful dent . 
in the firms’ prospects. And by lifting the 
veil on tech titans’ secret finances, they are 
already alerting challengers to where ex- 
actly margins are ripest for eating into. E 
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Crossing the chokepoint 


WASHINGTON, DC 


America has a plan to gut China’s chipmaking ecosystem 


AKING CHIPS is complex work. Semi- 
Mi iie manufacturers such as In- 
tel, Samsung and TSMC themselves rely on 
machine tools built by an array of firms 
that are far from household names. The 
equipment sold by Applied Materials, To- 
kyo Electron, ASML, KLA and Lam Research 
is irreplaceable in the manufacture of the 
microscopic calculating machines that 
power the digital economy. A supply 
crunch, coming after years of ructions be- 
tween America and China over control of 
technology, has made governments 
around the world more aware of the strate- 
gic importance of chipmaking. The signifi- 
cance of the kit used to make chips is now 
being recognised, too. 

Such tools handle the complex process- 
es of scratching billions of electric circuits 
into a silicon wafer. Those circuits shuttle 
electrons to do the calculations that dis- 
play this article on ascreen, plot your route 
across town or allow your fingerprint to 
unlock your phone. They must be perfect. 
KLA makes measurement tools which are 
essentially electron microscopes on ste- 
roids, scanning each part of a finished chip 
automatically for defects and errors. Some 
Lam Research tools are designed to etch 
patterns in a silicon wafer by firing beams 
of individual atoms at its surface. Applied 
Materials builds machines which can de- 
posit films of material that are merely a 
few atoms thick. : 

The Chinese government's efforts to de- 


Keep this to yourself 


7 velop a large and advanced semiconductor 


industry at home using these mind-bog- 
gling technologies have led to a rapid shift 


`- in the source of the revenues for the firms 


making it over the past five years. In 2014 
the five main toolmakers sold gear worth 
$3.3bn, 10% of the global market, to China. 
Today the country is their largest market by 
a significant margin, making up a quarter 
of global revenues (see chart). Of the $23bn 
in sales for Applied Materials, the largest 


. equipment-maker, during its latest fiscal 


year, $7.5bn came from China. It accounts 
for over a third of Lam Research’s revenues 
of $14.6bn, the largest share of any big tool- 
maker (though the firm notes that some 
portion of Chinese sales are made to multi- 


national firms that operate there). 

This new reliance has created political 
and commercial problems, particularly for 
the trio of American toolmakers: Applied 
Materials, KLA and Lam Research. The Chi- 
nese government has thrown hundreds of 
billions of dollars at domestic chipmakers. 
Because each of the American trio is domi- 
nant at a different step of the process, the 
unavoidable conclusion is that America’s 
most advanced technology is furthering 
China’s economic goals. There is strong bi- 
partisan agreement in Washington. that 
this is unacceptable. | 

America’s government has long sought 
solutions to this uncomfortable problem. 
In December 2020 it placed sMĪmıc, China’s 
leading chipmaker, on an export blacklist. 
Any American company wishing to sell 
products to SMIC had to apply for a licence. 
But tools have kept flowing to the Chinese 
firm, in part because America acted alone. 
The Chinese government’s lavish subsidies 


have instead started finding their way to 
non-American competitors. Applied Mate- 


rials noted that this might help other firms 
as, in effect, shutting it out of China “could 
result in our losing technology leadership 

relative to our international competitors”. — 

The problem is becoming more acute. 
SEMI, the global semiconductor-tooling 
trade body, announced on April 12th that 
worldwide industry revenues from China 
grew by 58% in 2021, to $29.6bn, cementing 
its place as the world’s largest market. Po- 
litical pressure is rising. In March two Re- 
publican lawmakers wrote to America’s 
Department of Commerce demanding a 
tightening of export controls on chip tech- 
nology going to China, specifically men- 
tioning chipmaking equipment. 

China’s appetite for chipmaking tools is 
also causing commercial difficulties for 
non-Chinese chipmakers, depriving them 
of equipment and hence the capacity to 
manufacture chips. On April 14th C.C. Wei, 
the boss of TSMC, said the Taiwanese firm 
had encountered an unexpected “tool de- 
livery problem” that threatened its ability 
to make enough chips. Though he did not 
blame China, chip-industry insiders say it 
is the likely cause. TSMC has warned Apple 
and Qualcomm, two of its largest custom- 
ers, that it may not be able to meet their de- 
mand in 2023 and 2024, according to two 
independent sources. 

Over the past four months the Ameri- 
can toolmakers have started working with . 
the government, through Akin Gump, a 
firm of lawyers and lobbyists based in 
Washington, Dc, to find a way round the 
problem. The toolmakers formed the Co- 
alition of Semiconductor Equipment 
Manufacturers late last year to further that 
aim, using Akin Gump to represent them. 
Lawyers have been poring over the pro- 
ducts of Applied Materials, Lam Research 
and KLA in an attempt to identify workable >» 


> export controls under which less advanced 
pieces of equipment that are not used for 
cutting-edge manufacturing might still be 
sold to China, while more advanced tools 
would be prohibited. That would allow the 
toolmakers to retain some portion of their 
Chinese revenues. 3 

Efforts to figure out where to draw the 
line continue. Akin Gump has been lobby- 
ing cabinet members and legislative lead- 
ers on behalf of the coalition, and is in on- 
going discussions with both the Biden ad- 
ministration and members of Congress. 
“The plan is being driven by the Biden ad- 
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ministration,” the Coalition said in a state- 
menton April 25th. 


The proposal hinges on getting Ameri- 


ca’s allies—in particular Japan and the 
Netherlands, home to Tokyo Electron and 
ASML—to impose the same export controls 
on their toolmakers. The chances of this 
have increased since Russia’s assault on 
Ukraine. Officials around the world have 
been regularly putting their heads together 
to understand the effect America’s bans on 


trade with Russia will have on their coun- 


tries. That has created channels through 
which the complex task of shutting China 


out of advanced chipmaking, a far trickier 
task than curbing sales of oil or weapons, 
might take place. 

The plan may yet fall apart. China is un- 
likely to accept it meekly. Hawks in Wash- 
ington may push for harder restrictions. 
Defining what equipment can continue to 


‘be exported to China may prove too diffi- 


cult. But if it works, Chinese chipmakers 
would need decades to catch up with the 
West—and America would have met its 
goals of suppressing Chinese semiconduc- 
tor development while causing minimal 
harm to its own industry. E 


Schumpeter | Top dogs and babies’ bottoms 


The weird ways companies are coping with inflation 


I NFLATION IS MAKING up for lost time. A word that many thought 
had gone the way of peroxide hair and trench coats in the early 


1980s is now back on almost every CEO’s lips as they run through a . 


barrage of compounding shocks—war, commodity crisis, supply- 
chain disruption and labour shortages—in their companies’ first- 
quarter results. From December to March, almost three-quarters 
of firms in the s&P 500 mentioned inflation in earnings calls, ac- 
cording to FactSet, a data gatherer. Such is the novelty, it runs the 
risk of making such turgid occasions almost riveting. 

In rich countries, producer prices are surging at their fastest 
rate in 40 years. That sounds bad. On the ground some say it feels 
awful. Thierry Piéton, chief financial officer of Renault, said the 
French carmaker initially predicted raw-material costs would 
double this year. Now it thinks they will triple. Elon Musk says 
Tesla’s suppliers are requesting 20-30% increases in parts for elec- 
tric cars compared to this time last year. Others talk of five-fold in- 
creases in the costs of sending containers between Europe and 
Asia, a dearth of truck drivers in America, and a scramble for 
everything from corn syrup to coffee beans and lithium. 

Amid such a maelstrom, the perils of getting inflation wrong 
are obvious. You only need to look at Netflix, trying to raise prices 
in the midst of a brutally expensive streaming war, to get a sense of 
the risks involved. Yet in general, some of the world’s best-known 
companies are coping. After years of negligible increases, they 
have managed to push up prices without alienating their consum- 
ers. How long they can continue to do so is one of the biggest ques- 
tions in business today. 

In some cases, as Mark Schneider, boss of Nestlé, the world’s 
biggest food company, puts it, the public understands that “some- 
thing has to give.” War, after all, is on the Tv, and the pandemic is 
still fresh in people’s minds. Inflation is less alien by the day. In 
other cases, pricing is done more sneakily: offering premium pro- 
ducts to those who are still able to splash out, or cutting costs for 
those for whom affordability is the overriding concern. Many of 
the biggest firms do both. 

The immediate advantage goes to those with the strongest 
brands and market shares. That gives them more flexibility to 
raise prices. Coca-Cola, with almost half of the world’s $180bn fiz- 


zy-drinks market, used price and volume increases to deliver 
bumper earnings, which one analyst described as a “masterclass 
in pricing power.” Nestlé, which has barely increased prices for 
years, raised them by 5.2% year on year in the first quarter, its big- 
gest increase since 2008. There may be more to come, it reckons. 
Mr Musk said Tesla’s price increases were high enough to cover the 
full amount of cost increases he expects this year. Yet still the ve- 
hicles continue to fly out the door. 

Such firms benefit from another factor associated with brand 
power: premiumisation, or their ability to raise the cost of already 
pricey products. The trend appears to be holding fast. In Nestlé’s © 
case there are, as yet, few signs that well-heeled consumers are 
trading down from, say, Nespresso pods to Starbucks capsules to 
(heaven forbid) spoonfuls of Nescafé. 

Pet owners are the most bounteous. Nestlé’s Purina pet-care di- 
vision, with telltale products like “Fancy Feast”, achieved the larg- 
est price increases across all categories during the quarter. Parents 
are far more parsimonious; they are much less willing to pay a 
high price for baby formula—though Kimberly-Clark, another 
consumer-goods company, has high hopes for premiumisation of 
nappies in China. As Michael Hsu, its CEO, put it, “the value per ba- 
by is less than half of what it is in developed markets like the Un- 


ited States”. Consumers in rich countries are also better able to 


cope with price rises than those in poorer ones. Firms like Coca- 
Cola offer better-packaged premium products in America and Eu- | 
rope, and more value-conscious ones in emerging markets. 

So much for the haves. What about the have-nots? If firms can't 
raise prices, why not shrink the products they sell instead. This 
tactic, baptised in Britain in 2013 as shrinkflation, dates back a lot 
further. Hershey’s, an American confectioner, proudly recalls how 
in the 1950s it responded to fluctuations in cocoa-bean prices by 
regularly changing the weight of the bar, rather than the five-cent 
price. No one admits to shrinkflation these days. But they are re- 
branding it in ways that are cool, thrifty—and in some cases even 
environmentally virtuous. 

Renault, whose executives describe Dacia, a subsidiary making 
its cheapest cars, as an “everyday-low-price sort of brand”—sorne- 
what like a soap powder—is hot on the trend. It is slashing the 
number of different parts across its models; that means more le- 
verage with suppliers since fewer parts are bought but in larger | 
volumes. Likewise, there’s plenty of talk among snack producers 
about reducing packaging sizes of cheap products, not just to cut 
costs but to save on waste. Coca-Cola is selling drinks by the cup- 
ful in India. In Latin America it is expanding its use of refillable 
bottles. In America’s south-west, it is piloting a scheme for use of 
returnable glass bottles. Rather like hotels asking guests to use 
fewer towels to spare the environment, it will surely be good for 
the bottom line, too. 


Elastoplast 

The good news is that consumers have, by and large, taken the in- 
flationary shock in their stride so far. As chief executives have re- 
peated in recent weeks, the sensitivity of shoppers to rising prices, 
or what they (and economists) call price elasticity, is notas bad as 
they had feared. But it is still only early days. Many consumers 
may not know yet how convulsive an inflationary environment 
can be. If prices continue to increase, and outpace growth in in- 
comes, eventually the shock will sink in. Then the biggest ques- 
tion will not be how price-elastic people are, but whether spend- 
ing snaps altogether. E 


Running out of juice 


WASHINGTON, DC 


Are emerging markets on the verge of another lost decade? 


MERGING ECONOMIES hoping to grow 

their way into the ranks of the rich have 
faced a seemingly never-ending series of 
setbacks in recent years. Trade tensions, a 
pandemic, supply-chain snarls, inflation 
and war have together dealt them serious 
blows. Over the past three years more than 
half the population of the emerging world 
lived in countries where income growth, 
in purchasing-power-parity terms, lagged 
behind that in America—the first such epi- 
sode since the 1980s. 

The IMF forecasts that economic output 
across emerging markets will expand by 
3.8% this year and 4.4% in 2023. Both fig- 
ures have been revised down sharply since 
last year and fall short of the 5% average 
annual rate in the decade before covid-19. 
As the contours of the post-pandemic 
landscape start to come into focus, a lost 
decade for the world’s poorer countries—a 
period of slow growth, recurring financial 
crises and social unrest—looks increas- 
ingly plausible. 

Emerging economies have experienced 


many ups and downs before. In the 1960s 
and 1970s they enjoyed rapid growth, 
which fed optimism about the prospects 
for the world’s poor. But the good times 
were followed by what William Easterly of 
New York University described as the lost 
decades of the 1980s and 1990s. Over the 
ten years to 1990, annual growth in GDP per 
person in the median emerging economy 
fell below zero (see chart 1 on next page). 
From the late 1990s onwards a new boom 
began, which reset expectations about the 
economic potential of the developing 
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world. More recently, though, the pendu- 
lum has swung back again, and growth has 
proved harder to come by. Emerging mar- 
Kets face structural impediments, such as 
tougher financial-market conditions and 
changing trade patterns, reminiscent of 
those that confronted them in the 1980S 
and 1990s. . 

Financial pressures pose the most 
acute threat. In the early 1980s the Federal 
Reserve raised interest rates dramatically 
as it sought to tame inflation. For poor 
economies that had borrowed heavily in 
the preceding years, the ensuing tighten- 
ing in financial conditions and strength- 
ening of the dollar were too much to bear. 
Waves of debt and banking crises followed. 

Some of those conditions seem familiar 
today. Both public and private debt in the 


emerging world rose steadily as a share of. 


GDP during the 2010s, and rocketed during 
the pandemic. Public-debt ratios across 
middle-income economies now stand at 
record highs, and indebtedness in the 
poorest countries has risen towards the de- 
bilitating levels of the 1990s. Of the world’s 
70-odd low-income countries, more than 
10%, including Chad and Somalia, already 
face unsustainable debt burdens. Another 
50%, including Ethiopia and Laos, are at 
high risk of being in a similar position, ac- 
cording to the World Bank. A decade ago 
only about a third of poor countries were 
in, or at high risk of, debt distress. 

Russia’s invasion of Ukraine has fuelled 
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> surges in food and energy costs. Wheat and 
oil are both about 50% more expensive 
than they were a year ago. For importing 


countries this increases the fiscal costs of 


food and energy subsidies, drains hard- 
currency reserves and weighs on economic 
growth. Rising prices also intensify pres- 
sure on central banks in the rich world to 
tighten monetary policy. Investors expect 
the Fed to raise its benchmark interest rate 
by nearly three percentage points in 2022; 
that would be the largest rate rise in a sin- 
gle year since the early 1990s. Add in the ef- 
fect of a shrinking Fed balance-sheet, and 


the tightening this year could be the most ` 


dramatic since the 1980s. 

Markets are already heaping pressure 
on vulnerable emerging economies. AS 
capital flows to America to take advantage 
of higher rates, the dollar is strengthening: 
itis up by more than 10% over the past year. 
Funding costs in the emerging world are 
rising with it. The yield on the hard-cur- 
rency debt of the median emerging econ- 
omy has risen by more than a third since 
the summer. The share of issuers with 
bonds trading at distressed levels has more 
than doubled, to just over a fifth, according 
to the mF. That includes Ukraine as well as 
Egypt and Ghana. 

More countries will probably follow the 
lead of Sri Lanka, which on April 12th de- 
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faulted on its hard-currency government 
debt. Nonetheless, the systemic crises that 
were a feature of the previous lost decades 
may be avoided. Many middle-income 


economies have bolstered their financial. 
defences since the 1980s, by beefing up for- 


eign-exchange reserves, for instance. In- 
vestors have become more discerning, re- 
ducing the risk of wider contagion. The 
bigger worry instead is that debt loads will 
hit growth, by limiting governments room 
to cut taxes and invest in education and in- 
frastructure. Local banks that have lent 
heavily to governments may find their ca- 
pacity to lend to private borrowers im- 
paired if the bonds they hold lose value. 
Home-country government debt now 
makes up about 17% of bank assets across 
emerging economies, up from 13% in the 
early 2010s and well above the 7.5% average 
in rich countries. 

Another headwind comes from global 
trade. Developing economies’ fortunes 
have long risen and fallen in line with it. 
From 1960 to 1980, goods trade as a share of 
world cpp doubled from 9% to 18%; during 
the lost decades, by contrast, it stagnated. 
Trade then soared again as global supply 
chains expanded across East and South- 
East Asia in particular. But that intercon- 
nectedness is once more at risk. Geopoliti- 
cal tensions, national campaigns for self- 
sufficiency and concerns about supply- 
chain reliability may weigh on trade, re- 
ducing poor economies’ opportunities to 
borrow technology and know-how from 
foreign firms, and sell to the rich world. 

The global economy will also suffer 
from the sputtering of the largest emerging 
market of them all, and the world’s primary 
growth engine: China. Between 1970 and 


2000 America and Europe accounted for 


nearly half of global GDP growth. The sharp 
and sustained slowdown in rich-world 
growth that began in the 1970s thus 
weighed heavily on the global economy 
and the prospects for the emerging world. 
Fortunes turned in the 2000s, however, as 
an explosive expansion in China led it to 
contribute more to global growth than 
America and Europe combined. A modest 
deceleration in China, to GDP growth rates 
of around 5%, would not doom the global 
economy to stagnation. Draconian covid 
lockdowns, a protracted property-market 
bust and the potential costs of geopolitical 
misadventures, however, could do great 
damage (see next story). 

Some emerging markets stand to bene- 
fit from an era of stagnation. Firms wary of 
dependence on China could move produc- 
tion to other low-cost places. Rich coun- 
tries hoping to prevent poorer ones from 
drawing closer to Russia and China could 
lower trade barriers and increase invest- 
ment abroad, boosting growth prospects in 
the process. High commodity prices, while 
they last, will buoy the fortunes of food, 
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energy and metals exporters. 

Overall, however, the higher debts and 
forgone investment in human and physi- 
cal capital of the past few years will take a 
heavy toll. The IMF forecasts that GDP 
across the emerging world will remain 
some 5% below its pre-pandemic trend at 
the end of 2024. (By comparison, GDP in 
most of the rich world is expected to be less 
than 1% below trend.) Without bold initia- 
tives to lower debt burdens, invest in pub- 
lic goods and expand trade, such mediocre 
performance might be just a taste of what 
is to come. E 


The yuan 


Fear of floundering 


HONG KONG 
China should worry less about its 
currency and more about its economy 


T IS EASY to forget that the world’s sec- 
Londt economy is still an emerg- 
ing market. China’s global clout, its tech- 
nological prowess in certain fields, and 
even its low bond yields all distinguish it 
from the typical member of its asset class. 
But in at least one respect China resembles 
a classic emerging market: it retains a pal- 
pable fear of floating its currency. Instead 
China keeps a close eye on the yuan’s value 


- against the dollar and a basket of its trad- 


ing partners’ currencies, limiting any 
sharp movements. 

For most of the past year, it worried that 
the yuan would float too high. China’s 
largely successful efforts to stamp out the 
early variants of covid-19 kept its factories 
open and its borders closed. That allowed 
its exports to boom, putting upward pres- 
sure on the yuan, even as outbound tou- 
rism and other services imports suffered, 
removing a source of downward pressure. 
The yuan rose sharply against the basket of 
trading partners’ currencies and gently >> 
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b against the dollar, which was itself strong. 
Now China’s fight against the pandemic 
is instead contributing to the currency’s 
sudden weakness. Lockdowns stringent 
enough to hamper manufacturing have 
been imposed on Shanghai and other cities 


accounting for over 9% of GDP, according 


to Gavekal Dragonomics, a consultancy. 
China’s economic figures for April will 
“certainly be disastrous”, it says. The war in 
Ukraine has contributed to outflows from 
_China’s bond and equity markets, as for- 
eigners reassess the risks of investing in 
countries at geopolitical loggerheads with 
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widen. His latest book ee 
Amid Low Expected Returns’, is an up- 
date, taking in a decade's worth of addi- 
tional research and data. Mr Ilmanen has 
read all the books and papers, sorting the 
good stuff from the junk. He has a gift for 
explaining clearly and concisely the 
lessons of this research for investors. The 
new book is as invaluable a resource as 
the old one. Ifithasa fault, it is that it 
does not quite address all the important 
philosophical oe A sequel may 
be necessary. 

Start, though, witha a recap of the. 
expected- -returns framework. There are 
two sources of return onan investment: 
income and capital gain. The income on, 
for instance, a government bond i isthe — 
interest (or “coupon ’) paid once or twice 
a year. Bond] prices and yields move 
inversely. So when interest rates fall, as 
they did for much of the past four de- 
cades, bond investors enjoy a capital 
gain. In essence a capital gain of this 
kind brings forward future returns. You 

get the income now you were going to 
later. But as yields fall ever lower the 
scope for further capital gains becomes — 
more limited. Solow yields imply low 

expected returns. This bond-like logic 
holds ” other Se an proper 


the West. And as America has lostits fear of 
the virus, its economy has overheated, 
forcing the Federal Reserve to raise interest 
rates. In April the nominal yield on ten- 
year Treasuries briefly exceeded that on 
Chinese bonds for the first time since 2010. 
(Real yields remain much higher in China, 
where consumer-price inflation is only 
1.5%, compared with 8.5% in America’s 
larger, more “mature” economy.) 

A weaker yuan is both a reflection of 
these challenges and one way to cope with 
them. It will in particular help to shore up 
China’s exports. But the central bank is not 


ty, private equity and so on. Dividend and 
rental yields have fallen in response to the 
secular fall in interest rates. Owners of all 
kinds of assets have experienced windfall 
gains. But today’ s low yields imply low | 
expected returns in the future. 

What now? As Mr Ilmanen sees it, low 
expected returns can materialise through 
either “slow” or “fast” pain. In the slow- 
pain scenario, assets remain expensive 
and investors receive desultory bond 
coupons, equity dividends and rental 
receipts for years on end. In the fast-pain 
scenario yields revert to their higher his- 
torical averages. This implies a spell of 
brutal capital losses followed by fairer 


returns thereafter. The choice is between 


well-heeled stagnation and a crash. 

Mr Ilmanen is too much of an episte- 
mological sceptic to put all his chips on 
one scenario. He is also too careful an 
analyst to miss that low inflation fede 
the high-asset-price, low-yield 2010s what 
they were. Many of the factors that kept a 
lid on inflation in that decade—global- 
isation, efficient supply-chain manage- _ 


ment, rrighi fiscal o. an eapaading 
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prepared to let the currency be dominated 
by market forces. It bears the scars of past 
falls in the yuan, which took on a momen- 
tum of their own. On April 25th it said it 
would cut the amount of reserves banks 
are required to hold from 9% of their for- 
eign-exchange deposits to 8%. That will re- 
lease some dollars to the market, alleviat- 
ing pressure on the yuan. The move also 
signals the central bank’s displeasure at the 
speed of its currency’s descent. 

China’s currency worries may deter the 
central bank from cutting interest rates to 
revive growth. That will leave its economy pp 


global wo ce- are now attenuating 
Or unwinding. Mr Ilmanen’ s hunch is 
that the 2020s will see something ofa 
reversal of the investment trends of the 
preceding decade. But he generally es- 
chews investing on hunches 
Faced with lower expected returns 
investors have three courses of action 
they can take more 
ene returns; ee can 


The first DPn, mayi increase ı 

but also makes them more uncertain. 
Saving more means sacrificing oda k (or 
the sake of tomorrow, a highly personal 
choice. Understandably, Mr Ilmanen’s 
focus is on the third approach. He sets 
out a chapter-by-chapter analysis of - 
various investment assets and styles. He 
advises how to put them together i ina 
truly diversified portfolio. Along the way, 
he explains why market timing is a snare 
(you end up taking too little risk); what 
the true appeal of private equity is (not 
superior returns); and why portfolio 
insurance will not save you (it is too 
expensive in the long run). 

There are shortcomings. A aner o 
the 500+ references are from authors 
affiliated with AQR Capital Management, 
Mr Ilmanen’ s employer. This weighting 
gives the booka less independent air 
than “Expected Returns”. Readers would 
have benefit eatly from. a chapter on 
the implications of lowe cted returns 
for different sorts of s ers. The fast- -pain 
scenario, for instance, is surely prefer- 
able for young savers, to om the book 
is dedicated. Perhaps this other aps 
will be filled i in re turns m 


are never er truly s settled. 


> more dependent than ever on fiscal stimu- 
lus. At a meeting of the powerful Central 
Committee for Financial and Economic Af- 
fairs on April 26th, XiJinping, China’s pres- 
ident, called for more investment in infra- 
structure, from rural roads and urban 
drains to smart electricity grids and artifi- 
cial-intelligence platforms. Citigroup, a 
bank, forecasts that infrastructure spend- 
ing could grow by 8% this year. But accord- 
ing to Natixis, another bank, China will not 
meet its (increasingly forlorn) growth tar- 
get of around 5.5% unless infrastructure 
investment grows by almost 18%. Even a 
conventional emerging market with vast 
infrastructure needs would struggle to 
boost spending by that much. China’s fear 
of floating has inhibited its monetary re- 
sponse to its economic woes. And that has 
raised fears of its floundering. m 


European gas 


Tit for taps 


Russia has cut off gas to Bulgaria and 
Poland. Who’s next? 


OT LONG ago it seemed that the game of 
Naco poker being played by Europe 
and Russia, though dangerous, was under 
control. Oil and gas was one of the few sec- 
tors Europe had not targeted with sanc- 
tions. Russia had kept supplies flowing. 
Yes, Europe was mulling a ban on energy 
imports, and Russia demanded in late 
March that “unfriendly” countries pay for 
their next gas deliveries in roubles (rather 
than euros or dollars), or be cut off. But 
each side thought the other lacked the guts 
to go all in. After all, Europe imports 40% 
of its gas from Russia, which in turn makes 
about €400m ($422m) a day from its sales. 

On April 27th, however, Russia upped 
the ante. Gazprom, a state-owned energy 
giant, stopped sending gas to Bulgaria and 


Poland after they missed the deadlines that 
Russia had set for paying in roubles. The 
EU is scrambling to respond; European gas 
prices jumped by a fifth on the news 
(though they have since fallen a little). 
The immediate effect of Russia's latest 
move, which the Eu has described as being 
a breach of contract, is limited in scope. Po- 
land’s imports, of 10 billion cubic metres 
(bcm) a year, and Bulgaria’s, of 3 bcm, to- 


gether account for just 8% of total EU im- 


ports. Poland’s contract with Russia was 
due to expire in December anyway, so the 
revenue Russia loses from breaching it is 
small. And although Bulgaria and Poland 
both relied on Russia for most of their gas 
imports, they may be able to cope without, 
says Xi Nan of Rystad Energy, a consultan- 
cy. Poland should start receiving gas from 
Norway in October. Nearby regasification 


~ terminals could help it import more lique- 


fied natural gas (LNG). Bulgaria is expected 
to start importing Azeri gas via Greece later 
this year. 

Exactly who might be cut off next is not 
clear. Russia’s deadlines for paying in rou- 
bles partly reflect the details of contracts 
that are not public. But sources canvassed 
by The Economist think they will fall in May. 
The stakes are high. It is not that Europe 
needs the gas now: as temperatures rise, 
consumption is ebbing. But the bloc’s 
stocks are only at 33% of storage capacity. 
The European Commission has urged 
member states to ensure that their facili- 
ties are 80% full by November, implying a 


spike in demand to come. 


Still, if Russia were to cut off big im- 


porters, it would deprive itself of some of 


the cash it needs to fund a costly and pro- 
tracted war. So who will fold first? Most 
European buyers have already ruled out 
paying directly in roubles. But Moscow is 
offering a compromise. Buyers would open 
two accounts with Gazprombank (a lender 
that is not under sanctions). They would 


pay euros into the first, and ask the bank to 


convert the sum into roubles and deposit 
the money into the second account, which 
would then be wired to Gazprom. 

Many European countries dislike the 
plan, which would look as though they 
were giving in to Russian bullying and 
risks creating legal headaches. They will 
fall into three groups. One, which includes 
Belgium, Britain and Spain, imports little 
or no gas directly from Russia, and may re- 
fuse to compromise. Another group in- 
cludes big buyers such as Germany and Ita- 
ly, which will struggle to replace imports 
quickly; they may take the deal. A third set 
of waverers includes countries that are on- 
ly partially dependent on Russia, and may 
also have contracts that are soon to expire. 

Even this situation would create uncer- 
tainty. One country being cut off could 
have knock-on effects on others, for in- 
stance if gas transits through it to other 


How do I turn this thing back on? 


places. Nor is it clear who will take the Rus- 
sian compromise, or whether Russia might 
eventually turn the taps off anyway. 

If Germany, say, were cut off, gas mar- © 
kets would go haywire. European prices 
are already six times higher than they were 
a year ago. They would soar to new peaks, 
luring more ENG from the rest of the world 
and causing prices elsewhere to rise in 
turn. Jack Sharples of the Oxford Institute 
for Energy Studies, a think-tank, reckons a 
full shutdown of Russian gas to Europe 
may well cause a global recession. Russia’s 
game of poker is getting scarier—and those 
losing their shirts could include bystand- 
ers, too. E 


America’s economy 
Surveying the 
coming wreckage 


WASHINGTON, DC 
A big divergence in consumer surveys 
adds to recession worries 


MERICANS HAVE much to like and 
much to dislike about the economy 
these days. Thanks to a red-hot labour 
market, it is unusually easy both to find 
work and negotiate a pay increase. At the 


same time, rising prices have taken a bite 


out of their earnings in real terms. To geta 
handle on how people perceive these op- 
posing trends, analysts can look at surveys 
that measure consumers’ sentiment about 
the economy. There is, however, a problem 
at the moment. Like the contradictory 
trends, the two main surveys are present- . 
ing different pictures. 

The first is a survey of consumers by the 
University of Michigan. Started in 1946, it 
is respected as a leading indicator of 
whether Americans are planning to spend 
money or tighten their belts. As such, it is pp 


> looking grim. The preliminary reading for 


April was near its lowest point in more 
than a decade—and, crucially, was 26% 
lower than its level a year earlier. Falls this 
sharp are often associated with recessions. 

The other survey is the Conference 
Board's gauge of consumer confidence. Es- 
tablished in 1967, it is an equally respected 
snapshot of the American consumer. And 
it is markedly more upbeat. A sub-index 
measuring what consumers think about 
the present situation is near its highest lev- 
el since the start of the pandemic, thougha 
separate sub-index measuring their expec- 
tations is far more subdued. 

The divergence between the two sur- 
veys can largely be explained by their dif- 
ferent focuses. Both consist of five ques- 
tions, but of a very different kind. Two of 
the questions in the Michigan survey ask 
respondents about their personal finances 
and one asks whether they think it a good 
time to make a big household purchase, 
such as a television. These questions are 
likely to pick up current concerns about in- 
flation. The Michigan survey asks nothing 


about personal job prospects. By contrast, 


two of the five questions in the Conference 
Board survey are specifically about em- 
ployment conditions. Its survey is, in other 
words, calibrated to pick up the current op- 
timism about the labour market. 
Unfortunately for the American econ- 
omy, the rosier Conference Board survey 
does not simply cancel out the gloomier 
Michigan alternative. Such a big diver- 
gence is itself a signal. Economists at Deut- 
sche Bank say that compared with the 
Michigan survey, the Conference Board 
measure tends to be dominated by lagging 
indicators that perform well late in the cy- 


cle, making the spread between the cur- 


rent-conditions gauge in the two surveys 
their favourite indicator of cyclical con- 


sumer sentiment. It is flashing red today, . 


with the gap close to its widest in more 
than half a century. At such a level, it sig- 
nals that the probability of a recession is 
around 50% over the next year—roughly 
twice as high as many economists current- 
ly estimate. Whatever the true figure is, it 
seems clear that consumers are feeling a 
pinch from inflation and are increasingly 
anxious about the near future, despite ben- 
efiting from a strong jobs market today. 
Economists look at many other indica- 
tors beyond surveys of consumers, of 
course. Financial conditions, particularly 
the shrinking gap between yields on long- 
dated Treasuries and shorter-term bonds, 
are another portent of slower growth. Or- 
ders for durable goods, by contrast, point 
to resilience. Ultimately, all these indica- 
tors confirm what is all too evident from 
past precedents for such a hot economy: 
that the Federal Reserve will need ample 
skill and good fortune if it is to tame price 
pressures without inducing a recession. E 


Stimulus in the pandemic 


Ill-gotten gains 


Vast amounts of money have gone missing from stimulus schemes 


T WAS A Criminal’s paradise. In June 2020 
ie firm in Milan secured a €60,000 
($63,300) government loan to cope with 
the pandemic-induced downturn. But the 
business did not exist. The Italian govern- 
ment had in fact sent cash to the ’Ndrang- 
heta Mafia of Calabria. The same month six 
French citizens swindled €12m in unem- 
ployment benefits by claiming funds for 
employees at 3,600 shell companies. A Tex- 
an man filed loan applications for 15 made- 
up firms and pocketed $24.8m in govern- 
ment support. : 3 

As countries scale back unparalleled 
emergency-relief programmes there is 
growing interest in where the funds went. 
The IMF estimates that since January 2020 
governments have doled out $15.5trn in 
non-health-care spending and loans in re- 
sponse to the covid-19 pandemic. The rush 
to support households and firms led to 
poor procurement, messy programmes 
and inadequate oversight. The best esti- 


mates of fraud, so far, are from Britain and | 


America; other countries, where wrong- 
doing may well have been more prevalent, 
lack audits tracing where the money went. 
In America at least 4.5% of funding under 
the CARES Act, the largest pandemic-stim- 
ulus bill, went to cheats. Applying that fig- 


ure globally suggests that nearly $70obn 


could have ended up in the wrong hands. 
In Britain fraud and error—losses due 

to crime and mistaken payments—across 

five economic-relief schemes exceed 


- £16bn ($21bn), roughly a tenth of the 


£166bn spent, according to official reports. 
That tally could well rise: the National Au- 
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dit Office calculates that fraud from just 
one of the programmes, the Bounce Back 
Loan Scheme—whose reported losses ac- 
count for a quarter of the sum—could 
reach £26bn, 55% of its total spending, — 
when investigations come to a close. _ 
Spending in America was larger—and 
so was the waste. The Secret Service reck- © 
ons $100bn: has been stolen from the 
$2.2trn CARES Act. If pre-pandemic fraud 
levels were sustained, at least $87bn in un- 
employment insurance—which got a bud- 
getary bump during the pandemic—would 
have been captured by crooks. Auditors 
reckon the true fraud rate is much higher. 
Scams and mismanagement are inev- 
itable in programmes of such a scale. But 
past stimulus efforts were cleaner. In the 
decade since the financial crisis, investiga- 
tors recovered only $57m in fraudulent 
funds from the American Recovery and Re- | 
investment Act of 2009, an $840bn stimu- 
lus package. Cheats continue to be exposed 
over time, but even if all cases still being 
audited are confirmed as criminal, the pro- 
gramme’s fraud rate will reach only 0.6%. 
Other government schemes lose less, too. 
The rate of total health-care fraud in Amer- 
ica hovers at around 3%. Britain mistaken- 
ly overpaid around 1.5% of work and pen- 
sion benefits a year in the decade to 2019. 
The covid-19 stimulus waste estimates, 
by contrast, are alarming—especially as 
the true extent of fraud could take years to 
uncover. But some misspending may have 
been unavoidable. When crisis struck 
economists urged governments to do 
whatever it took to avoid colossal damage. 
Speedy action did just that. America distri- 
buted stimulus cheques to 90m people in 


less than a month. In rich countries real . 


disposable income per person rose by 3% 
in 2020. That kind of offset might not have 
been possible with slower, more carefully 
crafted policies. . | 
More scrutiny is coming. In March 
three dozen Republican senators demand- 
ed more transparency about how funds 
were spent before signing up to more pan- 
demic-related funding. Joe Biden has ap- 
pointed a chief prosecutor to take down 
criminals who tried to profit from the pan- 
demic. And some justice is already being 
served. The French fraudsters were arrest- 
ed and the Texan creator of fictional firms 
pleaded guilty to money-laundering. As for 
the Mafia in Milan? The Italian govern- 
ment caught on and froze their assets. E 


Free exchange | Cascade effects” 


How do supply disruptions affect the wider economy? Some lessons from past episodes 


USSIA’S DECISION to halt the supply of gas to Bulgaria and Po- 

land has added fuel to an already heated debate in Germany, 
which is heavily reliant on the commodity. For weeks the coun- 
try’s economists and officials have argued over just how much a 
ban on Russian hydrocarbons would harm the economy. Now it 
seems imaginable that Russia itself could turn off the taps. What 
toll would an embargo take? A wide body of research, which exam- 
ines a range of past disruptions, sheds light on the question. 

The relationships between modern firms are not simple links 
connecting one producer with another, but a tangle of complex in- 
teractions. The breakdown of a seemingly insignificant link in the 
chain can disrupt firms that are either upstream or downstream of 
it, causing wider damage. In a paper published in 2019 David Ba- 
qaee of the University of California, Los Angeles, and Emmanuel 
Farhi of Harvard University used a model of complex supply net- 
works to study the oil shocks of the 1970s. Linkages between firms 
and sectors meant that the overall economic effect was quite a bit 
larger than the direct impact on sectors that used oil. Recent re- 
= search on the effect of social distancing on America by Jean-Noël 
Barrot, then of HEC Paris, and his co-authors finds that ripple ef- 
fects through production networks accounted for more than half 
of the total economic impact. 

Another much-studied instance of disruption is the earth- 
quake that struck north-eastern Japan in 20n. As the worst-hit ar- 
eas only accounted for less than a twentieth of GDP, local disrup- 
tion should not have had a noticeable nationwide effect. But it did. 
In a review Vasco Carvalho of the University of Cambridge and col- 
leagues disentangle the impact on the affected areas from the rip- 
ple effects along supply chains, and find that the latter accounted 
for more than half the hit to Japanese growth. 

Researchers have also uncovered the types of links and mecha- 
nisms that enable shocks to propagate widely. The shutdown of a 
company altogether is one way in which a jolt can create a much 
bigger economic hit, according to a paper by Daron Acemoglu of 
the Massachusetts Institute of Technology and Alireza Tahbaz-Sa- 
lehi of Northwestern University (as well as another study by Mr 
- Baqaee). That explains why Alan Mulally, then the chief executive 
of Ford, a carmaker, urged American lawmakers to bail out his 


competitors during the global financial crisis. Ford feared the col- 
lapse of the auto sector’s suppliers, which would cause severe dis- 
ruptions at its own plants, too. 

Intimate commercial relationships, such as those within 
firms, tend to be especially affected, because they are harder to re- 
place. Another study of Japan’s 20u earthquake by Christoph 
Boehm of the University of Texas, Austin, and others finds that the 
American subsidiaries of Japanese firms also suffered, as did their 
suppliers. Other research also concludes that the more custo- 
mised the relationship between firms and their suppliers, the big- 
ger the ripple effects. Mr Barrot and Julien Sauvagnat of Bocconi 
University examine 30 years of American natural disasters and 
find that disruption to just one supplier leads toa loss in sales fora 
downstream firm of two to three percentage points, which, consi- 
dering that most suppliers provide a small portion of a firm’s pro- 
duction inputs, is a sizeable fall. 

Such findings provide fodder for opponents of an energy em- 
bargo in Germany. And some estimates of the impact of an embar- 
go also suggest that the short-term disruptions could be large. Six 
leading German research institutes conclude that an embargo 
could lead to a GpP loss for the country of around 1% this year and 
5% in 2023. The Bundesbank estimates a hit of 5% in 2022. 7 

Yet there are two reasons why things need not be so bad. Fora 
start, just as past experience shows that supply disruptions can 
have sizeable near-term effects, it also shows that the economy in 
aggregate has a great ability to adjust. In 2010 China banned the ex- 
port of rare-earth metals to Japan, one of the world’s biggest users 
of the minerals. Japanese firms were able to quickly substitute 
away from previously cheap rare earths and find alternative sup- 
plies, according to research by Eugene Gholz of the University of 
Notre Dame and Llewelyn Hughes of the Australian National Uni- 
versity. In a study of the potential effects of a Russian energy em- 
bargo on Europe, Rtidiger Bachmann of the University of Notre 
Dame and his co-authors find that while the hit could be large, it 
would be partly offset by the economy’s ability to adapt. The over- 
all impact, they reckon, could be in the region of 0.5-3% of GDP. 


Production, interrupted 


= Moreover, it is within the gift of governments to mitigate the 


short-term pain of supply disruptions. EU officials, for instance, 


-are mulling stricter sanctions on energy imports from Russia. The 


more notice firms receive about the measures, which could in- 
clude a tax on Russian energy, the easier adjusting to them is likely 
to become. Past episodes suggest that if policymakers do want to 
change regulations or trade relationships, they should do so con- 
sistently and carefully. A liberalisation of Indian trade in the 1990s 
led to little wider disruption because it was gradual, helping firms 
adjust. A recent study by Alessandra Peter of New York University 
and Cian Ruane of the IMF points out that Indian firms were able 
to find substitutes for inputs. 

Governments could also take into account the fact that busi- 
nesses may not do enough to ensure that networks are solid in the 
near term: Matthew Elliott of the University of Cambridge and 
others find that firms might invest in the robustness of their sup- 
ply chains if they have a business case to do so. But they might not 
seek to ensure the resilience of the wider network, because they 
do not stand to reap the rewards from such investment. Encourag- 
ing firms and households to shift away from using fossil fuels, asa 
tariff would do, could enhance that resilience. Managed well, Ger- 
many’s supply disruptions need not be quite so disruptive. E 


Science & technology 


Marine biology 


Now hear this 


An underwater Gps based on sound waves could transform marine biology, help 
fisherfolk catch the right species and improve knowledge of climate change 


OOLOGISTS ROUTINELY track animals, 
Zinn albatross to zebra, using global- 
positioning-system (GPs) tags which then 
return their data via satellite. Marine biolo- 


gists have a harder time of it, though, be- © 


cause seawater is infuriatingly opaque to 
radio signals. This makes it impossible ei- 
ther to receive Gps signals or to transmit 
any data collected back to base. . 

That does not stop people tagging sea 
creatures. Data collected and stored ina tag 
can either be sent to a satellite in bursts if 
the species in question is one that comes to 
the surface from time to time, or the tag 
can be dispatched on a one-way trip to the 
surface after a set period. A tag may also be 
recovered if the animal carrying it is 
caught by a fishing boat. (Fisherfolk are 
typically paid a few hundred dollars per tag 
returned to its home laboratory.) 

None of these methods, though, keeps 
accurate track of where the animal carry- 
ing the tag has been. For these and other 
reasons, it would therefore be useful to 
have a marine equivalent of Gps. And one is 
now being deployed. The Woods Hole 
Oceanographic Institution, in Massachu- 


setts, hopes to fill the seas with sonic bea- 
cons that will ape the role of Gps satellites 
by broadcasting signals which can be used 
to triangulate a receiver’s location when it 
is underwater. 


Ping pong 

The sea is divided into distinct layers that 
have different temperatures and salinities. 
During the second world war American na- 
val scientists showed that some of these 
layers act as sonic waveguides. They 
dubbed them “sound fixing and ranging” 
(SOFAR) channels. Sound emitted in one of 
these channels echoes between the layers 
above and below, thus staying in the chan- 
nel—an effect comparable to the way light 
is carried within an optical fibre. Thus con- 
strained, asound wave can travel hundreds 
of kilometres before it becomes too atten- 
uated to detect. 
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The SOFAR transmitters deployed by 
Woods Hole, as the institution is known 
colloquially, are one-tonne buoys moored 
at an appropriate depth for the channel 
concerned. Every 12 hours they broadcast a 
32-second-long location signal known as a 
pong. Pongs are so called because they are 
similar to sonar “pings”, but of lower fre- 
quency (300HzZ rather than 18kHz). In typi- 
cal conditions a pong can be picked up 
1,000km away. By listening to the pongs 
from several beacons a receiver can calcu- 
late its location. | 

Existing receivers for the two SOFAR 
transmitters currently deployed are car- 
ried on free-floating instrument packs that 
measure temperature, salinity and other 
physical variables. But the plan is to deploy 
two more transmitters this year, and more 
in future years, with the aim of “ensonify- 
ing” the entire east coast of America, out as 
far as the Sargasso Sea. At the same time, 
people are working on shrinking the re- 
ceivers to the point where they can be at- 
tached easily to fish. : 

Godi Fischer of the University of Rhode 
Island is one of those attempting this re- 


ceiver-shrinking. His latest offering, now 


being tested on submersible drones called 
gliders, is 24mm long, 1mm in diameter 
and weighs just nine grams. That makes it 
tiny enough to be attached to a range of 
marine creatures. Even if the recipient is 
not in a SOFAR channel, Dr Fischer says 
there is enough leakage from such chan- 
nels for it to pick up a signal at a distance of 
perhaps 100km. Each tag costs just $200. 
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Simon Thorrold, an ocean ecologist at 
Woods Hole, will be an eager adopter of 
these tags. He plans to attach them to tuna 
and swordfish later this year. Both species 
are commercially important, and their be- 
haviour is not properly understood. 
Swordfish follow a daily pattern, diving at 
dawn and spending the day at depths of up 
to 800 metres before rising near the sur- 
face again at night. But nobody knows 
what drives them to do this. 

Dr Thorrold suspects it may be related 
~- to the way the fish interact with so-called 
mesoscale features. These are gyres tens of 
kilometres across which last for a month 
or so. In particular, a type of feature called a 
warm-core eddy may be crucial for popula- 
tions of prey species. Plotting the way 
swordfish move in relation to eddies could 
reveal much about the workings of the ma- 
rine ecosystem. Dr Thorrold says the find- 
ings could help both fisherfolk and the en- 
vironment, by helping ensure that only 
fish of the desired type are caught, there- 
fore minimising so-called by-catch of for- 
bidden or non-commercial species. 

‘Further down the line, he hopes to track 
Atlantic salmon. This could shed light on 
“ocean phase mortality’—the number of 
fish that go out into the deep ocean from 
their freshwater spawning grounds but fail 
to return to them later in life, to spawn 
themselves. He also hopes, once and for 
all, to solve the mystery of where Atlantic 
eels spawn. 


Eels have life cycles that are the oppo- » 


site of salmon. They spawn at sea and the 
young then swim back to freshwater to live 
out most of their lives. That Atlantic eels 
spawn somewhere in the vicinity of the 
Sargasso Sea is known from work carried 
out a century ago. But exactly where this 
happens remains obscure. 

SOFAR transmitters will have applica- 
tions beyond zoology, as well. Melissa 
Omand, a colleague of Dr Fischer at Rhode 
Island, specialises in underwater robotics. 
She has developed small underwater floats 
she calls Minions. Their purpose is to fol- 
low the movement of carbon in the oceans. 


Toiling Minions 

Each Minion is equipped with a camera of 
the sort found in a smartphone, and alsoa 
Raspberry Pi microprocessor. It uses these 
to monitor small particles of organic mat- 
ter (mainly fish faeces) that are known col- 


lectively as marine snow. This snow falls . 
from the surface to the ocean depths, 


where it decays so slowly that it may per- 
sist for thousands of years. That makes it 
an important carbon “sink”, which stores 
that element in a form in which it cannot 
contribute to global warming. A fleet of 
cheap Minions carrying Dr Fischer’s tags 
could give a better picture of ocean cur- 
rents and carbon transport in the ocean. Dr 
Omand says this might guide projects 


seeking to sequester carbon out of harm's 
way in the ocean depths. 

A SOFAR beacon of the sort Woods Hole 
makes clocks in at around $100,000, plus 


the price of deployment. Thousands could — 


thus be put in place for the cost of a single 
GPs satellite. Surprisingly, there is no mili- 
tary equivalent (though DARPA, a research 
arm of America’s defence department, is 
working on one called PosyDON). And, 
since Woods Hole is a scientific institu- 
tion, itis makes sense that the initial appli- 
cations are scientific. As with Gps, though, 
once the infrastructure is there, people will 
probably find commercial employment for 
it, too. Exactly how humans will use the 
oceans over coming decades remains to be 
seen. But having decent navigation bea- 
cons in place will surely help. m 


Reusable rockets 


Rocket Lab’s grab 


A space-launch firm has a novel plan 
to snag a booster in mid-air 


S TECHNOLOGICAL FEATS go, recovering 

and relaunching the first stage of a 
space rocket ranks pretty high on the scale 
of difficulty. So far, only SpaceX, an Ameri- 
can giant, has pulled it off. But another 
outfit now seems close to doing so—albeit 
on a rather smaller scale. Shortly after the 
local weather calms (and thus after this 
story was published), a firm called Rocket 
Lab plans to dispatch a mission dubbed 


“There and Back Again”. 


There and Back Again will start with the 
lift-off of one of the company’s two-stage 
Electron launchers from its spaceport on 


Gotcha! 
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New Zealand’s North Island. (The mis- 
sion’s name is a sly allusion to New Zea- 
land’s role as a set for Peter Jackson's 
filmed version of “The Hobbit”, the original 
book of which bore the phrase as part of its 
subtitle.) Minutes later, the attempt to re- 
cover the Electron’s spent first stage will 
begin. SpaceX, which first did this sort of 
thing in 2015, uses thrusters to set the de- 
scending first stages of its Falcon 9 launch 


vehicles gently. upright on a landing pad. 


Rocket Lab, by contrast, will employ a heli- 
copter to try to catch its parachuting first 
stage in flight. 

It promises to be quite an operation, 
even if, at 12.4 metres, an Electron’s first 
stage is less than a third of the height of a 
Falcon 9’s. Rocket Lab has designed a grap- . 
pling mechanism attached to a long line 
which will dangle from a twin-engined Si- 
korsky helicopter. The trick will be to 
manoeuvre the chopper so that this cord 
first makes contact with, and then slides 
smoothly along, the incoming stage’s taut 
parachute line. When that line reaches the 
grappler, it will snap shut like a gin trap, 
seizing the line in its jaws. 

This sounds both hard and risky. But, in 
a number of tests, the capture team has 
successfully grabbed the parachute line of 
a dummy rocket stage dropped from a sec- 
ond helicopter (see picture). As for keeping 
the whole shebang out of the helicopter's 


rotors, a radio in the stage helps to do this 


by transmitting its position SOD 
to the flight crew.. 

The trickiest technical challenge, there- 
fore, is not the actual process of capture, 
but rather the manoeuvring of the stage 
that takes place minutes earlier, while the 
helicopter is still hovering on standby near 
the catch zone, some 280km from shore. If 
all goes well, about 150 seconds after 
launch the first stage’s nine kerosene-po- 
wered engines will switch off. The stage 
will then separate. As the second stage con- 
tinues upward to loft 34 small satellites in- 
to orbit around Earth, the first, by now 
about 80km up, will arc back downward. 
This is when things get really dicey. With 
the first stage hurtling along at 2.35km a 
second, atmospheric friction will soon— 
and quite suddenly—generate tremendous 
heat. “It just goes whack, like that,” says Pe- 
ter Beck, Rocket Lab’s boss. His engineers 
refer to this first stretch of progressively 
thickening air as the Wall. 

To survive the Wall intact, the first stage 
will use thrusters to flip itself over, so that 
it is travelling tail first. The bottom part of 
the stage is already designed to handle the 
intense heat of the engine’s exhaust, so it _ 
makes sense to take advantage of its heat- 
resistance to slice a pathway through the 
air. The friction of re-entry will neverthe- 
less create a bow wave of superheated air 
molecules surrounding the stage, which 
Mr Beck describes as “a hot knife of plas- >> 
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> ma”. This renders the margin for error 


slim. Were the stage to tip slightly, and 


touch this plasma knife, he says, it would 
be cut through almost as if it were butter. 
Friction from passing through the Wall 
will slow the stage, but not enough for it to 
deploy its main parachute immediately. 
Instead, at an altitude of about 13km, a 
pneumatic mortar will shoot out a smaller 
drogue chute. Only when the descending 
stage has reached an altitude of 6km will 
the big parachute be released. Even then, a 
circular “reefing” cord will restrict its 
opening to a quarter of its maximum sur- 
face area. Roughly a minute later, that cord 
will be severed, to permit the parachute to 
inflate fully. This will slow the stage’s de- 
scent to just ten metres a second. As the 
earlier trials have shown, at that speed the 


helicopter’s pilot is able to snag the spent 
stage with neither great difficulty nor a 
dangerous downward yank on the aircraft. 

Rocket Lab is not the only company 
which hopes to emulate SpaceX’s feat of re- 
cycling. Quilty Analytics, a firm that advis- 
es the space industry, is aware of at least 
five others—though none is as far ad- 
vanced as Rocket Lab. As to how much 
money the firm might save if all this proves 
successful, Mr Beck remains coy. However, 
Chris Quilty, Quilty Analytics’ founder, 
reckons the Electron’s first stage may well 
account for more than two-thirds of the 
launcher’s cost, so reusing it will cheapen 
things considerably. It is a fair bet, then, 


that Rocket Lab’s competitors will be al- 


most as keen as the firm itself to see just 
how well the operation succeeds. E 


East Coast Fever 


-Cowabunga! 


A genetic discovery could help Africa’s cattle farmers 


E BEGINS WITH a bite near the cow’s ear. 
In the next few days, the animal’s lym- 
phocytes multiply. Its lymph nodes swell. 
It stops feeding and starts coughing as flu- 
id fills its lungs. It develops a fever as high 
as 41°C. A few weeks after the bite, it dies. 
Such a story is common in African 
countries where East Coast Fever (ECF) is 
rampant. ECF, which is caused by proto- 
zoan parasites spread by ticks, kills around 
1m cattle a year. It also prevents the intro- 
duction of faster-growing, higher-yielding 
European breeds, which are much more 
susceptible to the illness than their African 


ps 
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kin. Though a vaccine is available, and the 
ticks can be attacked with sprayed pesti- 


-cides (see picture), both of these approach- 


es are costly. Most farmers thus continue 
to use less-productive local varieties—cur- 
tailing their incomes and reducing agricul- 
tural output. The difference is stark: a Ken- 
yan cow produces around a tenth as much 
milk as one in Britain. 

New research may offer a solution. Vet- 
erinary scientists led by Phil Toye of the In- 
ternational Livestock Research Institute’s 
campus in Nairobi and James Prendergast 
of the Roslin Institute, in Edinburgh, have 
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found a gene variant associated with resis- 
tance to ECF. This result, published in PLos 
Genetics, opens up the possibility of breed- 
ing—or even gene-editing into existence— 
cattle that can beat it. 

The variant’s discovery came about set- 
endipitously. While observing a small ECF 
vaccination trial in 2013, researchers at the 
International Livestock Research Institute 
noticed that of the12 unvaccinated animals 
involved, all three survivors had been sired 
by the same bull. Further investigation 
suggested the specific genetic element re- 
sponsible was a version of a gene called 
FAF1, which they dubbed FAF1B. FAF1 is part 
of a process of programmed cellular sui- 
cide called apoptosis, which helps regulate 
cell numbers. | 

The current study examined 20 animals 
carrying two copies of the variant version. 
Just one of these succumbed to EcF. In con- 
trast, 44 of 97 cows without the variant 
succumbed. The results, says Dr Prender- 
gast, suggest that FAF1B has a “dispropor- 
tionately large effect” on cattle’s ECF toler- 
ance. He and his colleagues, though not 
sure exactly why that might be, think this 
variant may stop cattle lymphocytes from 
multiplying as quickly. : 

Their discovery could soon lead to bet- 
ter selective breeding. Once researchers 
are sure the variant does not have adverse 
side-effects, African cattle breeders can 
test their animals’ DNA for it and breed 
from those carrying it, thus producing ECF- 
resistant offspring. In the longer: term, 
gene-editing techniques such as CRISPR- 
Casg may permit the protective version to 
be spliced into productive European 
breeds, which can then be raised far more 
successfully in Africa. 

Such gene-editing programmes are 
increasingly common, and are achieving 
official acceptance. In March, regulators in 
America approved the first sales to con- 
sumers of meat from gene-edited cattle. 
(The modification in question gives thean- 
imals short, slick hair, to help them cope 
with a warming climate.) The Internation- 
al Livestock Research Institute and Roslin, 
meanwhile, are designing livestock resis- 
tant to other diseases, including trypano- 
somiasis, a protozoan illness spread by ` 
tsetse flies. _ 

By reducing mortality and increasing 
productivity, gene-edited European live- 
stock could have a useful effect in Africa— 
though some worry the benefits are over- 
stated. Dr Prendergast points to the many 
other animal diseases prevalent on the 
continent, to which such cattle would still 
be susceptible. He suggests farmers might 
be better off breeding local varieties for re- 
sistance (and also higher productivity). But 
no matter whether disease resistance is 
brought about by conventional breeding or 
gene editing, it should lead to healthier 
cattle—and happier farmers. E 


I 


66 


The policemen’s tale 


Two law-enforcement officials reflect on a Brazilian corruption scandal 


T SIX O'CLOCK One morning in June 2015 
Å nine agents of Brazil’s Federal Police 
raided a mansion in Morumbi, a swanky 
neighbourhood in São Paulo, and arrested 
its owner. Marcelo Odebrecht was the boss 
of a family business—Latin America’s larg- 
est multinational construction conglom- 
erate—and his detention was a watershed 
in a police investigation into the promis- 
cuous relationship between money and 
political power in Brazil. 

Originally focused on Petrobras, the 
country’s state-controlled oil and gas 
giant, the investigation was dubbed Lava 
Jato (Car Wash) because one of the money- 
launderers used an exchange house at a 
petrol station in Brasilia. Odebrecht’s man- 
agers would eventually confess to operat- 
ing a “bribes department” which handed 
out nearly $800m to politicians and offi- 
cials in a dozen countries; in return, they 
secured more than 100 overpriced public- 
works contracts across Latin America and 
Africa. Brazilian prosecutors charged doz- 
ens of politicians. In 2017 they secured the 
jailing of Luiz Inacio Lula da Silva, the 
country’s president from 2003 to 20m anda 


Operation Car Wash. By Jorge Pontes and 
Marcio Anselmo. Translated by Anthony 
Doyle. Bloomsbury; 208 pages; $27 and £20 


hero of the Latin American left. — 

Led by a new generation of young, often 
foreign-educated, detectives, prosecutors 
and judges, Lava Jato seemed to be a deci- 
sive offensive against ingrained corrup- 
tion in Brazil. Yet the sentencing of Lula by 
Sergio Moro, a crusading judge in the 
southern city of Curitiba, to 12 years for al- 
legedly receiving a penthouse from a con- 
struction magnate, both marked its apogee 
and signalled its overreach. 
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70 Back Story: Art of controversy 


The wrongdoing uncovered by Lava Jato 
and the political controversy surrounding 
it have spawned a large literature in Brazil. 
“The Mechanism’, an early journalistic re- 
port by Vladimir Netto in which Mr Moro is 
the hero, became a Netflix series. Deltan 
Dallagnol, the lead prosecutor in Curitiba, 
published a personal account. The most 
notable contribution is “A Organização” 
(“The Organisation”), a thorough and read- 
able chronicle of the rise and fall of Ode- 
brecht by Malu Gaspar, another journalist. 

Now comes “Operation Car Wash” by 
Jorge Pontes and Marcio Anselmo, first 
published in Brazil in early 2019 and trans- 
lated into English by Anthony Doyle. The 
authors are federal policemen. When Lava 
Jato began, Mr Pontes had recently retired 
after a distinguished career which includ- 
ed campaigning to set up an environmen- 
tal-crimes division of the force. Mr Ansel- 
mo led the team which arrested Mr Ode- 
brecht. Their thesis is that Brazil suffers 
from “institutionalised crime”, by which 
they mean “a fraudulent system that oper- 
ates with the blessing of the nation’s power 
structures and the support of a network 
that pervades all three powers of the state”. 

This system involved all the main polit- 
ical parties, who shared out state procure- 
ment jobs. Construction companies re- 
ceived padded contracts in return for 
bribes, many of which went to finance po- 
litical campaigns. Although it dates back at 
least to Brazil’s military dictatorship of 
1964-85, the authors claim that the system 
was perfected under the governments of p) 
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> Lula’s Workers’ Party, when an oil boom World in a dish 


offered bounteous revenues and party offi- 
cials centralised corruption. 

There is much truth in this. Systematic 
corruption has contributed to an expen- 
sive state in Brazil that offers poor public 
services. Lava Jato turned up cases of gro- 
tesque greed. Sérgio Cabral, a former go- 
vernor of Rio de Janeiro now in prison, 
pocketed around $100m, levying 5% on 
construction contracts and embezzling 
budgets from health care to prison meals. 

Yet the authors push their thesis too far. 
They never discuss in detail how much of 
‘the bribery involved personal enrichment 
and how much campaign finance. They 
attribute adverse judicial decisions and 
budget cuts to conspiracy. Brazil’s Supreme 
Court has shown greater independence 
than they give it credit for. But their pleas 
for the independence of the Federal Police, 
and for more resources for the force, are 
well made. They are particularly scathing 
about the distorted priorities imposed by 
the war on drugs: tens of thousands of poor 
Brazilians have been locked up while the 
crimes of the rich and powerful have often 
gone unpunished. 

Some Brazilians believed that Mr Moro 
was simply out to get Lula. There was no 
evidence the former president had occu- 
pied the penthouse (there was stronger 
proof in another case involving a country 
retreat). Lula’s conviction, upheld on ap- 
peal, prevented him from running in an 
election in 2018 and paved the way for Jair 
Bolsonaro, a right-wing populist, to win 
the presidency. Suspicion of Mr Moro’s 
motives was aroused when he released da- 
maging plea-bargaining testimony impli- 
cating Lula days before the vote. It was 
reinforced when the judge agreed to be- 
come Mr Bolsonaro’s justice minister. 

Since 2019 the tables have turned 
against Lava Jato. Leaked messages showed 
that Mr Moro broke the rules of judicial im- 
partiality by coaching Mr Dallagnol. By a 
narrow majority the Supreme Court re- 
versed its previous ruling that the guilty 
should be imprisoned after a first appeal 
and thus freed Lula. The court also ruled 
that Mr Moro had exceeded his jurisdiction 
in pursuing the former president for mat- 
ters not directly related to Petrobras. 

Although he campaigned against cor- 
ruption, Mr Bolsonaro has shown little in- 
terest in fighting it. He appointed a public 
prosecutor and a federal police chief who 
do his bidding. The pandemic and eco- 
nomic troubles have displaced corruption 
in the public mind. Many of those jailed for 
Lava Jato are agitating for their release. 

One lasting benefit of the scandal is a 
reform that bars corporate political dona- 
tions. In other respects, the struggle 
against institutionalised crime has not 
yielded the fruits that Mr Pontes, Mr Ansel- 
mo and many others hoped for. E 


The buttered pragmatist 


What’s behind a revival of interest in Julia Child? 


ULIA CHILD died almost 18 years ago, at 
the enviable age of 91, having done more 
to enrich American culinary life than any- 
one before or since. She wrote many books, 
including her two-volume landmark “Mas- 
tering the Art of French Cooking”; present- 


ed numerous television series; and wona _ 


cabinet full of awards, including the Presi- 
dential Medal of Freedom. Her life in food 
was public—so is her private life, thanks to 
several biographies and films. There seems 
to be little left to say about her. 

And yet HBO Max and Sky Atlantic are 
airing a new series, “Julia”, dramatising the 
start of her Tv career. On the Food Network, 
contestants on “The Julia Child Challenge” 
make Child’s recipes in a replica of her 
kitchen. And Helen Lefkowitz Horowitz, a 
historian at Smith College, recently pub- 
lished “Warming Up Julia Child”, about the 
friends and colleagues who nurtured her 
career. Why the sudden burst of interest? 

One answer is that contemporary popu- 
lar culture loves familiar successes—wit- 
ness the current fad for remakes, reboots 
and the ever-expanding superhero “uni- 
verses”. Child was wildly popular, with a 
literary and television career spanning the 
20th century’s last four decades. Studios 
and publishers imagine that she has le- 
gions of fans who will eagerly watch and 
read anything about her. 

But that is too cynical by half. The real 
answer is that Child lived a bold and event- 
ful life, capacious enough to offer nostal- 
gia to those who remember her and inspi- 
ration to those who do not. In effect, she 
was a populariser of French cuisine—but 


that carries the implication that she some- 
how diluted it for the masses. In fact, her 
recipes are not simple or dumbed down: 
they are clear. 

At heart she was a demystifier and a 
pragmatist. She ensured that all her recipes 
could be recreated in the average mid-cen- 
tury American home kitchen. She took 
food seriously, but unlike generations of 
men in white toques who cultivated impe- 
rious, remote demeanourts, she had no pa- 
tience for cant or pomp. Cooking French 
food does not require that the chef be 
touched by God, or begin an apprentice- 
ship in childhood; it merely requires that 


they follow a series of easily explicable 


steps. In a letter to a friend written while 
she was living in Paris, before she was fam- 
ous, she referred to France’s most es- 
teemed food writer as “a dogmatic meat- 
ball”. His insistence on rigid culinary rules 
was “so damned typical, making a damned 
mystery out of perfectly simple things”. 
That line is. quintessential Child: 
straightforward, funny and confident in > 
the best sense. To earlier generations, she 
was an emissary from the refined world of 
French gastronomy. Today’s viewers may 
see her, rightly, as a feminist icon who 
broke into the then-overwhelmingly male 
worlds of haute cuisine and television de- 
spite having no professional experience in 
either, on the strength of unfussy charm, 
wit and hard work (producing “Mastering 
the Art of French Cooking” took years, part- 
ly because she rigorously tested and re- 
fined the recipes to ensure they were fool- 
proof). Those qualities are timeless. m 
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Industrialists and the Nazi regime 


Hitler’s enablers 


_ Nazi Billionaires: The Dark History of 
Germany’s Wealthiest Dynasties. 

By David de Jong. Mariner Books; 400 pages; 
$28.99. William Collins; £25 


T THE APPEALS hearing in April 1949 of 

Gtinther Quandt, one of Nazi Ger- 
many’s top industrialists, Julius Herf, the 
prosecutor, read from “The Protestant Eth- 
ic and the Spirit of Capitalism” in his clos- 
ing argument. He felt the passage in 
Max Weber’s magnum opus elucidated 
Quandt’s single-minded personality: 


It’s the intoxication of the pursuit of power, 
the intoxication of building a huge corpora- 
tion, the obsession with self-affirmation 
that is at the root of all this, and it’s the belief 
in the value of one’s own work, not only be- 
cause work is something moral, but because 
building the corporation is the ultimate 
good, and because anything that resists 
building it outis bad. 


He did not manage to persuade the 
Munich court of Quandt’s guilt, nor the Ba- 
varian court of cassation where he again 
appealed the verdict. Judges argued there 
was no “clear proof” that Quandt had pro- 
cured “excessive advantages” for himself 
under the Nazis. As David de Jong de- 
scribes in “Nazi Billionaires”, other Ger- 
man magnates, including Rudolf-August 
Oetker and August von Finck, got “little 
more than a slap on the wrist”. 

After Adolf Hitler’s rise to power, Ger- 
man companies benefited from lucrative 
contracts related to rearmament. They 
took over Jewish-owned businesses. Fac- 
ing a shortage of workers during the war, 
German firms staffed their factories with 
concentration-camp inmates and forced 
labourers from occupied territories in Eu- 
rope. Many of these 13.5m people died from 
starvation, abuse or poor living and work- 
ing conditions. 

Yet businessmen were often deemed by 
regional denazification courts to be mere 
followers of the regime rather than active 


supporters. Executives went back to work . 


in the newly founded federal republic to 
become even richer. Friedrich Flick (pic- 
tured on next page) was an exception: Mr 
de Jong describes him as “one of the Third 
Reich’s largest arms producers, Aryanisers, 
and exploiters of forced and slave labour 
through his steel, coal and machinery con- 
glomerate”. In December 1947, during the 
Nuremberg trials, Flick was convicted of 
war crimes and crimes against humanity 


Young Mungo. By Douglas Stuart. Grove 
-o 400 Paes) a pe 2 99 


UCHI IN “SHUGGIE BAIN’ "echoed | 


the author lived in Sighthill, a poor 
: neighbourhood north of the River Clyde 
in Glasgow, as does. his young protago- 
nist. Also like Shuggie, MrStuart was — 
bullied. and felt at oddsina hyper-mas- 
-culine environment; he preferred the 
company of his mother, fictionalised as 
Agnes, who died from alcoholism when 
_Mr Stuart was in his teens. Overthe _ 
course ofa decade he transmogrified 
these experiences intoa haunting, po- 
werful debut novel. It won the Booker 
prizei in 2020 and has sold more than — 
a = copies in English worldwide. 
Young Mungo’, MrStuart’s new 
: oe isa close sibling to‘ ‘Shuggie Bain”. 


‘It, too, is set in poverty-stricken Glasgow 


I Douglas Stuart’s own life. As a child i | 


dieparehes unco: with two s 
| afishing trip to “make a mar 
2 Both en have disastrou ) 


are grimly vivid: a oe is “raised an 


puckered white at the edges, like thet torn 
fat on a rasher of bacon”.  — 
_ Mungois perceived by all as oor naive, : 


too sensitive and too uninterested it in 
a Hamish thinks induct g. 


: go 'S ae aie with aes. a a ic 
oe who finds a POE fon fhe esta 


L jove, despre the obvious p ril, andplot 
their escape. At times the barbarity de- 
scribed so unflinchingly in “You 


yy $ 


_and follow: the coming-of-a ge ofits gay i j! [ 
protagonist. There. are absent fathers and | read 


mothers in thrall to the bottle; the _ 

_ youngsters c on’t know what they want 

out of life from an already limited set of 

options. ‘Mr Stuart again displays his 

talent for character, grotesque ones in 

Particular, and humorous dialogue. 
 Butthis second work is even bleaker 


en the first. Unlike Agnes, who persis- 


tently elicited the reader's sympathy 


| despite her failings, Mungo’ s mother has 
no redeeming qualities. ‘When steeped in > 


drink, Mo-Maw becomes “Tattie-bogle”, a 

horrid creature whose‘ ‘lower jaw would 
-hang loose and her tongue would rollin 
hermouthin a dirty, lascivious way, like 
she wanted very badly to lick something”. 


She absconds to live with a new lover and 


doesn't think of her children much at all, 


leaving Jodie, Mungo s eee older s sister, . 


| tol look after him. 


“Young Mungo” is more brutal {than 


| its predecessor as well. Never far away in- 


“Shuggie Bain”, violence is omnipresent 


inthis book. Mungo’s brother, Hamish, is | = BADEA DER 
| The dear eee 


ne leader of. a oe Protestant 


and sentenced to seven years in prison. 
The shameful role of Germany’s busi- 
ness dynasties during the Nazi regime has 
been known for decades, but Mr de Jong’s 
investigative work adds detail. “Initially, 
most business tycoons viewed Hitler and 
his Nazis as loud, violent, boorish, brutish 


uniformed curiosities from the uneducat- 


ed and impoverished hinterlands,’ he 
writes. That changed after the global stock- 


market crash in 1929, which took a devas- 
tating toll on the German economy. In 
September 1930 the Nazi party became the 
second-largest in the Reichstag. For Hitler, 
economic malaise opened the door to Ger- 
many’s richest businessmen: they hoped a 
Faustian pact with the upstart from Austria 
would help to shield their business em- 
pires from a rebellion on the left. 

Von Finck, a financier who joined the >> 
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Sold his soul . 


> Nazi party after Hitler came to power in 
1933, ‘believed that Hitler was sent by God 


to become Führer of the German people”; a 


friend observed that the dictator exercised 
“a hypnotic influence” on him. Flick, Oetk- 
er, Albert Reimann and Ferdinand Porsche 
also subscribed to Hitler’s imagined future 
for the country. 

Quandt disliked the Nazis, yet he had 
no scruples about facilitating their rise. 
When Quandt met Hitler in 1931 he 
described him as “perfectly average”. A 
widower with two sons, Quandt married 
Magda Friedlander, the stepdaughter of a 
German-Jewish businessman, with whom 
he had another son, Harald. After divorc- 
ing Quandt, Magda married Joseph Goeb- 
bels, Hitler’s propaganda minister. Quandt 
and Goebbels deeply resented each other 
and fought over the custody of Harald, who 
had caught Hitler’s eye as he looked like 
the perfect Aryan child. 

The second half of “Nazi Billionaires” is 
devoted to the decades after the end of the 
war, through West Germany’s economic 
miracle to the present day. After his prema- 
ture release from prison in1950, Flick man- 
aged to rebuild his business empire; he 
became one of the largest shareholders of 
Daimler-Benz and, for a period of time, 
West Germany's richest person. Every one 
of the titans, and their heirs, examined 
their Nazi past only belatedly, very reluc- 
tantly and under pressure. | 

The sins of their forefathers are a legacy 
that some of Germany’s best-known 
brands, including Allianz (insurance), 
Mercedes, Volkswagen, Porsche and BMW 
(cars), Oetker (foodstuffs) and others still 
carry. “Many German business dynasties 
continue to sidestep a complete reckoning 
with the dark history that stains their for- 
tunes,” Mr de Jong says. “The ghosts of the 
Third Reich still haunt them.” 


Centre stage 


NEW YORK 
Lise Davidsen is opera’s newest star 


ITH ALMOST 4,000 Seats, the Metro- 

W politan Opera House in New York is 
the largest indoor venue of its kind in the 
world. A solo singer can struggle to be 
heard over a full-sized orchestra playing 
forte, but Lise Davidsen, a 35-year-old Nor- 
wegian soprano, makes it seem effortless. 
The thrilling power of her luminous voice 
is even more remarkable considering she 


initially aspired to be a singer-songwriter 


in the style of Eva Cassidy or Joni Mitchell. 

It is fortunate, says Peter Gelb, the gen- 
eral manager of the Met, that Ms Davidsen 
“discovered opera is her destiny”. He de- 
scribes her as “one of the greatest singing 
talents to emerge in decades”, able to fill 
the cavernous space “in a way that is ex- 
traordinary”. Her voice is unique in its 
magnitude and distinguished by its tim- 
bre, technique and expressivity. Her skill 
was evident at the Met this spring when 
she sang the title role in Strauss’s “Ariadne 
auf Naxos” and performed as Chrysothe- 
mis in a brilliant staging of his “Elektra”. 
Next season she will star as the Marschal- 
lin in “Der Rosenkavalier”, another piece 
by the German composer. 

In May she will sing the part of Sie- 


_glinde in “Die Walküre”, part of Wagner's - 


gargantuan “Ring of the Nibelung”, at the 
Vienna State Opera. This summer Ms Da- 
vidsen will also appear at the Bayreuth Fes- 
tival, an annual celebration of Wagner’s 
oeuvre in Germany, and headline the Last 
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Night of the Proms in London. 

The opera world is primed for another 
star: Ms Davidsen’s rapid ascent coincides 
with the sudden descent of Anna Netrebko, 
the diva currently in operatic exile from 
most houses because of her association 
with Russia’s president, Vladimir Putin. 
Ms Davidsen is a statuesque six foot two 
inches (1.88 metres) tall. On stage, she has a 
regal and magnetic presence. 

Her stardom is unlikely. Born in Stokke, . 
a small town in south-eastern Norway, she 
is the youngest of three siblings in a family 
that prized athletic talent more than the 
musical kind. Her parents were not of an 
artistic bent—her mother worked in health 
care and her father is an electrician—but 
she played the guitar as a teenager and 
Sang pop, jazz and folk songs. 

It was while completing a bachelor’s de- 
gree at the Grieg Academy in Norway that 
she saw her first opera, “Der Rosenkava- 
lier”. “I remember thinking it was abso- 
lutely beautiful. It was so overwhelming,” 
she says. “It sounds weird because it was 
just 15 years ago and I was studying music, 
but to stand on the stage like that seemed 
as impossible as if I would speak Chinese 
tomorrow.” During a master’s degree at the 
Royal Opera Academy in Copenhagen, she. 
finally decided to try her luck as a profes- 
sional opera singer. 

After she won Placido Domingo’s Oper- 
alia competition in 2015 she made debuts 
at Bayreuth, the Royal Opera, Glynde- 
bourne and La Scala. The Queen of Norway 
flew to New York to see her first Met perfor- 
mance in Tchaikovsky’s “Queen of Spades” 
in 2019 and she won rave reviews for her 
turn as Leonore in Beethoven’s “Fidelio” at 
the Royal Opera in early 2020. At the time, 
she was suffering from such extreme ex- 
haustion and brain fog that she thought 
she was having a mental breakdown; in» 


Making her voice heard 


ee ee 


> fact, she had covid-19. With opera houses 
closed, she returned to Oslo and focused 
on projects including a recording of songs 
by Edvard Grieg, a Norwegian composer 
and pianist, with Leif Ove Andsnes. The 
duo recently took the album on tour and 
will perform on May 27th in Bergen. 

Ms Davidsen says she enjoys the direct 
communication with audiences that is 
possible with the recital format. Strauss’s 
“Four Last Songs”, which she sang poi- 
gnantly at the Met’s Ukraine fund-raiser on 
March 14th, are among her signature piec- 

es. She dismisses critics who say younger 


R BABLY THE Eonly thing one can 
teally learn”, , Philip Guston eventu- 


a ly concluded, “is the capacity to be able 


to change.” The modern artist’s fate, he - 


said, was‘ “con nt change”. ‘Asa painter 
: braced that fate—and in pee — 


a both an index ae 


| Twice e who diedi in o made 


: areputation and gave it up—first asa 


: figurative artist and muralist in the 1930s : 
and 19408, next by plunging into abstrac- 
tion with his friend Jackson Pollock and : 


_ other mid-century American pioneers. 
Boldly he returned to figuration in the 


_ late 1960s, dwelling: onbanalyetsome- _ 
how uncanny objects: light bulbs, bricks, — 


boots. He painted heads, distorted or 
half-submerged. And he made a series of 


t at recall the Ku Klux Klan. 
-When first exhibited i in 1970, o 


caused = an art-world scandal—not be- 
cause of thei imagery, or Guston’s na to | 


use it, but over the brashly cartoonish — 
: ee A m il in 


| oo new hee nailed a at Guston’s s 
motifs: and themes. The directorofthe 


National Gallery of Artin Washington, 
n o it was s due to T first, said he 


oe . fh is 


also evoked its crimes, alongside other 
-_fascistic atrocities. He turned away from 
abstraction in part out of an enduring 


paintings of triangular hooded a figure | 
| -o - _it. But it appeared today’s viewers might 

| not getachance to see that for themselves. 
In 2020 the exhibition (already hit by the 


ey and his early work | 


musicians shouldn't perform late Beetho- 


ven string quartets or autumnal works 


such as the Strauss songs. The ability to 
feel and convey deep emotions, she points 
out, is not restricted to those over a certain 
age: “We all have different stories.” 

She is adamant, however, that she is not 
ready for the emotional and physical chal- 
lenge of singing Brunnhilde in Wagner's 
“Ring” cycle, the pinnacle of the dramatic 
soprano repertory and a role that adminis- 
trators are eager to hire her for. (It lasts 15 
hours and is performed over four eve- 
nings.) Ms Davidsen compares preparing 


sense of political duty. “What kind of man 


am”, he felt in the 19605, ‘ ‘sitting at home, 
reading magazines, going into a fury about 
everything—and then going into my stu- 
- dio to adjusta red to a blue” 


AS for the later hoods emoe: 


| Guston delighted i in telling stories with 
them, and in the expressions | he could 

| conjure in their almost blank visages. At 
bottom, though, they were—and are—a_ 


reproach. They are terrible in their ordi- 


_nariness, surrounded with everyday bric- 


a-brac, glimpsed smoking orridingina 


. boxy car. In “The Studio” one sketches a 


self-portrait, blood on his hand and cos- 


| tume. The stitching i in the hoods matches : 
and merges with the window slits inthe — 


buildings Guston painted. His hoods are 
knitted into society. They are everywhere. 
These works are an indictment of 


racism, glaring or insidious, not a case of - 


for such roles to training for a marathon: 
when developing delicate vocal muscles, 
she says, it’s important to build stamina. 
Seasoned opera lovers say that younger 
listeners not lucky enough to have heard 
the marvellous Swedish soprano Birgit 
Nilsson will experience similar thrills 
when they hear Ms Davidsen perform. As 


Mr Gelb points out, the opera world strug- 


gles to stay artistically relevant and to con- 
nect with a broader public, a problem even 
more acute after the pandemic. Ms David- 
sen has the voice to lure a new generation 
of fans to fill those seats. W 


_ pandemic) was postponed by the four 
museums involved in it, initially until 


2024. Opponents of censorship protest- — 
ed, as did many artists. Some thought the 
delay smelled likea cancellation, and - 


that “Philip Guston Now”, thes show's- 


title, might become Philip uston N ever. 
_ They were wrong. Ahead of the moot- -— 


— ed schedule, it opens on May istatthe _ 
| Museum of Fine Arts ce in B 


/ exhibition and—at a febule pone 
time—an important one. The MFA _ 
brought in African-American curator 


and has carefully laid out the po itica 


L context of Guston’s life and work. Visi- - : 
: tors can avoid the hoods if they choose — 
" they can make up their own minds. 


_ But with a few forgivable exceptions, _ 
the intended artworks are there; Guston’s 
vision is honoured and explained. The - 
format gives consideration to those who” 


might be offended, but not a veto. It _ 
affirms and accommodates art's power to 
provoke, and its right to. Lots of cultural — 


skirmishes end in shouty hostility or 


_ shabby retreat. Here is a wiser sort of 
resolution, relying on a mix of principle, : 
_ reflection and what you might call t tact, 


or good manners. -o 

Besides the hoods, other themes and. 
motifs recur. Red was the main colour i in- 
Guston’s palette, bleeding into pink. He 


| was always influenced by the Italian 
Renaissance masters, especially their 


gorgeous visions of the apocalypse and — 
the damned. Heaven was dull, he noted, 
but “when they're going to hell the paint- 


er really goes to town”. The same is true 


of him, and of the new show: they draw 2 | 


l art from e and oy you to r — 


eesceoes cco coooo sosoocooooocsecoecssecosococososocooseeoo eeccece ri 


“The Studio” (detail), 1969. Private Collection. ©T — 


Estate of DP o oy h Hauser & Wirth 
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said N 

UNIVERSITY OF Business 

OX FORD School 


Prepare for an ever-changing 
and uncertain future with 
Said Business School 


It has never been more important to understand 
and respond to the issues shaping the future. 
Recognising the increasing complexity of our global 
landscape and often inevitable choices for sectors 
which operate within competitive environments. 


Our online programmes fall into five categories 
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If you would like to discuss our online programmes 
further, please get in touch with our team. 


OnlineExecEd @sbs.ox.ac.uk 
Or call +44 (0)7701 305954 
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“REAL-LIFE, 
RELEVANT, 
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Misty Anne Dorman CBMBA 
Senior Manager 
ScotiaBank Trinidad 18 Tobago 


Telephone: 256 414 707000 
Fax : 256 414 230163 
: 256 414 234 023 
Email : finance@finance.go.ug 
Website : www.finance.go.ug 


Economic Development 
Plot 2-8, Apollo Kaggwa Road 
P.O. Box 8147 


In any correspondence on Kampala 


this subject please quote No Uganda 
: THE REPUBLIC OF UGANDA > 


ABRIDGED BID NOTICE UNDER OPEN INTERNATIONAL BIDDING 


BID NOTICE FOR THE DEVELOPMENT OF KILEMBE 
MINES IN UGANDA 


The Ministry of Finance, Planning & Economic Development (MOFPED) 
Uganda invites sealed bids from eligible bidders for: 


No. | Procurement Subject matter of Bid Security 
Reference Number Procurement (UGX) 


MoFPED/NON- Invitation for Expression N/A 
CONS/2021-22 of Interest (EOI) in the 
/00154 Development of Kilembe 

Mines 


The Bidding document (EOI) shall be inspected and issued at the MOFPED 
Procurement & Disposal Unit, First Floor, Room 1.5 or pdu@finance.go.ug. 


The deadline for bid submission shall be at 10:00am on 10/05/2022. 


. _ The detailed bid notice is available at the Entity’s website at www.finance. 
go.ug, Wwww.ppda.go.ug, www.ugandainvest.go.ug and at www.energyand 
minerals.go.ug 


Dr. Sengonzi E. Damulira 
UNDER SECRETARY/ACCOUNTING OFFICER 


Ministry of Finance, Planning & 
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Economic data 
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Graphic detail American house prices 
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> House prices in the Midwest have lagged behind during the pandemic 


Where the lawns 


` Difference between pre-covid and pandemic-era change | a 


are greener 


How the pandemic has changed 
American homebuyers’ preferences 


Ves COUNTY, Texas, stretches 
north from bustling Austin through 
hills and prairies. It is home to Dell, a com- 
puter firm, and looks nothing like Florida’s 
Collier County, a swampy haven for golfing 
pensioners. But both reflect American 
homebuyers’ shifting tastes. Compared 
with the two years before the covid-19 pan- 
demic, house-price growth has risen more 
in Williamson than anywhere else, from 
2.6% a year to 32.3%. Collier ranks fifth. 
American house prices have risen by 


33% since March 2020. Beyond increasing 


appetites for property, covid has changed 
where Americans want to live. The biggest 
winners have been warm suburbs, with the 
right combination of affordable housing 
and industries friendly to remote work. 

To detect these patterns, we used a 
monthly home-price index from Zillow, a 
website, for 2,563 of America’s 3,006 coun- 
ties since 2018. We then built a statistical 
model to find what places with similar re- 
cent price-growth rates have in common. 

- Covid itself has hurt the market mainly 
in hard-hit areas. In the 100 counties with 
the highest official death rates from covid, 
price changes were four percentage points 
lower than you would otherwise expect. — 

Lifestyle changes had bigger effects. Be- 
cause city dwellers could not meet face-to- 
face, they dispersed, mostly to the suburbs. 
Holding other factors constant, price 
changes were 10-15 percentage points 
greater in middling-density counties like 
Williamson than in big cities or rural areas. 

Covid has also led people to spend more 
time outdoors. In turn, buyers have bid up 
homes in areas where it seldom rains, 
summers are balmy or, like Collier, winters 
are mild. Weather explains 16 percentage 
points of the gap in price gains between 
sunny California and frigid Minnesota. 

A final factor is remote labour. Before 
the pandemic, geographic inequality had 
been rising: areas that were already expen- 
sive saw the biggest price gains. In coun- 
ties that rely on industries, like construc- 


tion, in which people have to turn up to - 


work, this trend has continued since 2020. 

However, the pattern has reversed in ar- 
eas dominated by industries amenable to 
remote work, such as finance. Since covid 
emerged, price gains have been large 
where housing was previously cheap, and 
smaller elsewhere. This supports recent re- 
search showing that remote workers tend 
to move to reduce their cost of shelter. E 
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> Buyers flocked to warm, dry suburbs. Remote workers sought cheap housing 
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Population density Dain Gestetner ie diet 6 8 
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95% confidence interval : 


Work-from-home ability combined with Remote workers moved to 
pre-covid house prices, for counties with: places with cheap homes 


Wealthier in-person 
workers stayed put 


High work-from-home & low prices ay 
Low work-from-home & high prices 
High work-from-home & high prices 
Low work-from-home & low prices 
Average household income 

Official covid-19 death rate 
*Above expected price change based on pre-pandemic price levels and trends 


Sources: “How many jobs can be done at home?”, by J. Dingel and B. Neiman, Journal of Public Economics, 2022; 
NOAA; US Census Bureau; Zillow Home Value Index; New York Times; The Economist 
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One name more 


Mimi Reinhard (née Koppel, then Weitmann) died on 
April 8th, aged 107 


OMETIME IN THE early autumn of 1944 Mimi Weitmann, as she 
S then was, added her name to a list. She thought she would take 
the risk. Unfortunately she had to use the horrible first name, Car- 
men, which her opera-loving father had given her; “Mimi”, from 
“La Bohème”, was the much nicer nickname they settled on later. 
Sadly, too, she had to add the surname of her dead husband, Yozsi 
Weitmann, her love since university, who had been shot by the 
Germans at the gate of the Krakow ghetto as he had tried to escape. 

That had happened in 1942. She had been widowed in her 20s, 
left with a baby son, Sasha, whom she and Yozsi had managed to 
smuggle to Hungary with her grandmother. She was very uncer- 
tain when, or even whether, she would see either of them again. As 
_she typed “Carmen Weitmann’, there seemed to be nothing left of 
herself. Her old life as carefree Mimi, in a Vienna where Jews were 
integrated and the word “Aryan” unnecessary, was too long ago 
and far away. She was now in a blank place, among the dead. 

At least she was no longer in the ghetto, which had been liqui- 
dated anyway, with those too ill or old to work simply shot in the 
street. She was in the Plaszow labour camp, to which most of Kra- 
kow’s Jews had now been moved. There were horrors in Plaszow, 
too: a small child killed for refusing to take off his clothes, the dig- 
ging of a mass-grave which was also meant to be hers. But she was 
given a relatively sheltered desk-job because, being Austrian, her 
German was perfect, and because she had learned shorthand from 
a stenography course. Not that these were much use for taking 
_ down and typing up—as she was tasked to—a list that eventually 
ran to 1,200 names. 

The list had been growing for a while. At first it had around 
1,000 names, those of the Jews who worked in Oskar Schindler’s 
German Enamel Factory in Krakow. Then it got longer. It was add- 
ed to by Mietek Pemper, secretary to Amon Goeth, the vicious 
camp commandant, and by Itzhak Stern, Schindler’s accountant. 


Then Schindler himself (and his wife) contributed yet more, the 
relatives and friends of his employees and, it seemed, anyone he 
could think of. She typed them up as he asked her. In the end there 
were at least seven versions, possibly even nine, and her job was to 
make each one presentable. 

Every name was Jewish (with “Ju.” typed before it), even though 
Schindler was not. These were meant to be essential workers in his 
factory, which he was going to move from Plaszow (where it had 
moved from Krakow) westward to Brtinnlitz, in his native Sude- 
tenland, and repurpose to make arms. But as Mimi typed the date- 
of-birth column she could see there were children on it, and as she 
typed the “skills” column she could spot photographers and rabbis 
among the metalworkers, so something else was clearly going on. 
Even her own qualification, Schreibkraft, “typist”, looked odd, es- 


pecially as she added it with two slow fingers. Typing was some- | 


thing she had never learned. 7 
She did not have much direct contact with Schindler, but liked 


‘him as aboss. He was charming and outgoing, and treated his Jew- 


ish workers kindly, not like scum. Perhaps even too kindly, for he 
was a great womaniser, with several pretty secretaries besides her, 
and got into trouble once for kissing a Jewish girl on the cheek at 
his birthday party. Maybe she was there because he liked her cool 
blonde elegance, rather than her mind. She knew, too, that he was 


very rich, and struck deals with the Nazi high-ups all the time by | 


bribing them with black-market luxuries to get better conditions 
and more food for “his” Jews, as he called them. But that sounded 


patronising as well as protective, as if they were just cogs in his | 
factory, since Jewish slave-labour was cheap. She also could not © 
forget that he was a thoroughgoing Nazi, an ss man, who some- ` 


times spent whole nights carousing with the officers. 

In short, her boss was no angel. And there was something chill- 
ing about the list, with its constant repetition of number, race, 
name, skill. Perhaps he did not mean to save “his” Jews after all, 
but simply move them to another camp, a fatal one. His closeness 
to Goeth, though it was tactical, was worrying. Some people, she 
knew, had refused to let their names be put on the list for those 
reasons. She decided, though, that she would trust him. She added 
her name partly to be useful to him, by swelling the numbers. 
Then she added three friends as well. 

That was a gamble, and for one terrifying moment she seemed 
to have bet the wrong way. Three hundred of the women and girls 
on the list, including her, were transferred by mistake to Ausch- 
witz, where they endured two weeks that reminded her (from her 


- lJanguage-and-literature studies) of Dante’s “Inferno”. With even 


more bribery, and threats too, Schindler got them out. In the end 
the list and the transfers worked, and everyone was saved. 

‘She restarted her life then, moving to Morocco, marrying Al- 
bert Reinhard, reclaiming her son and settling first in New York, 
which she loved, and then in her 90s in Israel. Of the time with 
Schindler, and the list, she said little or nothing over those years. 
When Steven Spielberg’s film appeared in 1993 she was invited, 
with the other Schindlerjuden, to the premiere, but left before the 


screening. The memory was still too fresh. When at last she felt 


able to see it, she approved of the casting but not of the prisoners. 
They were too well-dressed, not demeaned in rags. 

Schindler, she heard, had died in 1974 without a penny to his 
soul. He had spent all his money on saving and feeding his work- 
ers, and was never reimbursed as he hoped. His reward was post- 
humous, to be recognised at Yad Vashem in Jerusalem as righteous 
among the nations, and by Mimi Reinhard as a Mensch. 

They had met one last time, on a sunny day in Vienna around 
1960, when she was visiting an aunt. As they passed a café a voice 
called out “Carmen Weitmann!” and it was Schindler, drinking 
with other Schindlerjuden. They all dined together and in the taxi 
he hugged her, proclaiming everyone “my Jews” again. But she 
could forgive him that, as well as the painful “Carmen Weitmann’”. 
This was the name that had saved her, the one on his list. E 


you were a global energy company with 
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in India? You and your customers are all 
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platform that makes data available 
anywhere securely. Now your digital 
transformation is helping find new ways 
to unlock energy around the world. 
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Protecting 
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Eight IIHS Top Safety Awards 


We don't see cars as mere means of transportation, but as trusted mobility companions that enhance 
driving with personalised intuitive solutions. We are proud to have received eight 2022 Top Safety Pick (TSP) 
and TSP+ awards from the US’ Insurance Institute of Highway Safety (IIHS). There is no progress without 
safety, so receiving these honours demonstrates we are on the right path. 


TUCSON, SANTA FE (models built after July 2021), NEXO and PALISADE all took the TSP+ award. ELANTRA 
(with specific headlights), SONATA (with specific headlights), VENUE (with specific headlights) and SANTA 
CRUZ (with specific headlights) models all claimed TSP awards, 


www.hyundai.com/worldwide ED HYL n 0 2 | 


Fuel consumption figures for model shown TUCSON Hybrid MPG (I/100km): 48.7 (5.8) - 50.4 (5.6). CO2 emissions: 131g - 127g/km, Figures shown are for comparability purposes; only 


compare fuel consumption and CO2 figures with other cars tested to the same technical procedures. These figures may not reflect real life driving results, which will depend upon factors including the accessories fitted (post-registration), 
variations in weather, driving styles and vehicle load. Tested under WLTP regulations. Model and Spec availability varies per country. 


